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The defendant, IBM, has refused to surrender to 
the plaintiff for purposes of discovery thousands of docu- 
ments on the ground that these documents are protected 
either by attorney-client privilege or as work product. 


The documents were prepared by the so-called Cravath, Swaine 


eetesttieltedeatatadialiainanmibah. shad id endehemtamaasanndiemadamanamn baa 
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& Moore task forces (of which there were four) and by the 
so-called "Office of Business Practices." 


IBM asserts that the various task forces and the 


: 


Office of Business Practices were established at the recues: 


} 
t 
of counsel and consisted of IBM businessmen who were de- ; 


tailed to the task forces in order to ecucate the attorneys 


about the computer business, and that all this activity was 


in anticipation of litigation. The Government, in response, 


argues that the documents generated by these task for 


sas “35 
have involved lawyers but were created for business purposes, 
i.e., to aid IBM executives in making business decisions 


which would enhance IBM's competitive position in the com- 


[ 
| 
puter business 
A perusal of the documents coula support either 7 
position since the documents, on their face, could be used 


= : re snrten Posen hah ernie Mir @ ede es CIR Ll lb i al siren rid 
- F ‘ j , WPalip hen eyeliner d oA ee nine Bee shake gee lbeehtng, Ayradeetbive ita pak A 
pect speln an? tap eesti CEE pei obrar nemeabhphrch sete Binllantnh bed Sines pepe get wt On ete | edhrtnted ge ent teateitsdtedel aba lree as et 
Frenne tye 


for either business or litigation, or, indeed for both pur- 


poses. Accordingly, extrancous evidence was required in 
order to determine how the task forces were formed, how they 
functioned, why the documents were prepared, and what use 
was made of the documents. 

Pursuant to Special Master Orders Nos. 1 and 7, 
the undersigned Special Masters conducted hearings in the 
United States Courthouse, Foley Square, on October 24 and 
26, 1973. Testimony was taken and much documentary evidenc 
was offered. Thereafter, plaintiff and defendant submitted 
proposed findings of fact and conclusions of law. 

Having reviewed all the documentary evidence and 


testimony, we make the following findings and conclusions: 
FINDINGS OF FACT 
CRAVATH, SWAINE & MOORE I (CS&éM I) 


1. The task force known as CS&M I, or the 
Figueroa Task Force, was established at the request of 


IBM's counsel in November or December, 1967 and concluded 
its work in April, 1968. 

2. The task force was organized at 
of Burke Marshall (IBM's then Vice President 
Counsel) and George B. Turner (a member of the 
Cravath, Swaine & Moore). 

3. Task force CS&i I was closely directed by 
Harold F. McGuire, Jr., who was then associated with the 


firm of Cravath, Swaine & Moore. 


4. The primary purpose of the task force was 


to study the practice of furnishing services and software 


without soparate charge (bundling), an issue which was 
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6. The task force known as CSéM II, or the 


Kearns Task Force, was established at the request 


counsel in September, 1968 and concluded its work around 


,November, 1968. 

7. The werk of CSéM II was directed primarily 
by Messrs. Turner and McGuire, of the Cravath, Swaine & 
Moore law firm. 

8. While CS&M II studied the bundling problem 
as did CséM I, it placed greater emshasis upon the issues 
ef systems engineering services raised by a private anti- 
trust action brought against IBM by Data Proc 


cial and General Corporation ("DPF&G"). 


It was primarily 


‘oO 


to defend that action that CS&sM II was created. 


CRAVATH, SWAINE & MOORE III (CSéM IIT) 


~~ 


9. CS&M III, also known as the Bullen Task Force, 


and occasionally known as the Business Practices Task Force, 
the Unbundling Task Force and the Von Kohorn Task Force, 
established at the request of IBM's counsel in December 
1968 and concluded its work by approximately June, 1969. 


The work of CS&M III was guided by counsel from Cravath, 


Swaine & Moore, principally Mr. G. Oliver Koppell who was 


then associated with the Cravath firm. 


surfacing as one of major concern to the Department of 
Justice and competitors of IBM. 
5. The task force was created to review the 
facts and provide analysis which would enable IBM's attorneys 
to render legal advice to IBM. 
CRAVATH, SWAINE & MOORE II (CS&M II) 
| 
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10. The purpose of the task force was to recon- 
sider the bundling problem against the Lackdrop of a 


threatened Government suit against IBM and several private 


antitrust actions. 


ll. That part of the work generated by CS&M III 
which IBM agrees was not privileged has already been sur- 


rendered to the Government. 
CRAVATH, SWAINE & MOORE IV (CSéM IV) 


12. Cs&M IV, also known as the Service Prac- 


tices Group, Maintenance or F. E. Task Force, was estab- 
lished at the request of IBM's counsel in approximately 


June, 1969 and concluded its work early in 1970. 


13. The work of CS&M IV was directed by Messrs. 


Evangelista and McKinney, inside counsel to ISM. 
14. The work of CS&M IV concerned maintenance 


related issues which had arisen in the Government's ac- 


tion as well as in several of the private antitrust actions. 


15. That part of the work generated by CS&éM IV 
which IBM agrees was not privileged has already been sur- 


rendered to the Government. 
OFFICE OF BUSINESS PRACTICES 


16. The Office of Business Practices was estab- 
lished by IBM in 1967 to bring together a small group of 
experienced IBM employees who would educate counsel about 
the electronic data processing industry. 

17, The Office was established at the instance 
of Burke Marshall (then Vice President and General Counsel 


to IBM) and George B,. Turner: (a partner in the Cravath 
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firm). Harold f. McGuire, Jr. (an associate with the 


Cra ath firm) was assigned to direct and work with this 


group. 


18, Frank J. Cummiskey, an IBM employee, was the 


first director of the Office and reported directly to 


Burke Marshall. He was then joined by other employees 


including Hilary A. Faw (who later became Director of the 


Office), Otis S. Page, Carl Gamrath, Stuart E. Greenfield, 


Jerry Specter, William Wakeford, and Joseph Rogers. 


19. The sole purpose of the Office was to assist 


IBM's counsel in connection with the Department of Justice 


litigation. The members of the Office had no business 


responsibilities during this time. 


20. The offices of the members of the Office of 


Business Practices were located at Corporate Neadquarters 
in Armenk within the same office as I3aM's Legal Department 


21, Exsept as the content of the document or 


the file source from which it was produced, as shown by 


the listings, otherwise indicates, there is no evidence 


that the reports emanating from the Office of Business 


Practices were circulated to people other than members of 


fhat office and IBM counsel. 


22. From February or March, 1967 until late 1970, 


(with two possible but irrelevant excepticns), and was de- 


tailed for that three-year period to work with counsel both 


in the Office of Business Practices and the various CS&M 


task forces. Mr. Faw was the principal IDM executive co- 


Ordinating the efforts of counsel and the IBM businassmen. 


Mr. Faw was relieved of all business responsibilities in rI2 
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23. Mr. Faw was advised by Cravath, Swaine 5 


a 


Moore that all the documents prepared by him and by those 


working for him would be privileged. 
CONCLUSIONS OF LAW 


I 


The four CS&M task forces were created under th 


guiding hand of counsel to prepare for litigation, either 


pending or anticipated. 
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The Office of Business Practices was similarly 


created to prepare for litigation, e 
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ier pending or antici- 
pated. 
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personnel of the task forces and of the Office of 
the documents used and prepared by 
them were sufficiently segregated froin the rest of IBM 


personnel and their business records. Although oral pro- 


gress reports were occasionally made to IBM executives not 
connected with the task forces or the Office of Business 
Practices, these comaunications were guarded and were made 


in the presence of counsel in order to keep the senior 


echelon of IDM management apprised of legal developments. 
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C. Documents generated by the four task forces 
and the Office of Business Practices are therefore privi- 
leged either as work product or as communications between 
attorney and client unless the content of the document es- 


tablishes that the purpose of the document was other than 


litigation or the obtaining of legal advice or unless the 


content of the document or the file source from which it 


came, as stated in the listings, establishes that the 


requisite confidentiality has not been maintained. 


Iv 


Even though such a document was not Prepared for 


the present litigation, the document is privileged as work 
product if it was prepared for a lawsuit involving substan- 


tially identical issues. 


V 
In all cases where such a document went 


IBM employee to an attorne (or his agent), or vice Versa, 
picy Y g 


the attorney-client privilege will attach unles 
Ment reflects solely a business judgmen 
purpose to obtain legal advice or aid 


except in those cases where the content of the 


the file source from which obtained, as stated 
ings, establishes that the requisite confidentiality has 
not been maintained. 


VI 


A. In those cases where the document went Erom 


one IBM employee to another, the Gocument is entitled to 


protection as work product except insofar as the document 
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reflects a business judgment. It.may also be entitled 


to the protection of the attorney-client privilege if it 


was transmitted through the line of corporate communication 


as either legal advice received or data prepared as a basis 
for the rendition of legal advice. 


B. A document which is not protected by the 


attorney-client privilege but which is privileged as work 
product may nevertheless be reached if the Government can 


demonstrate to the Masters that it "has substantial need 
of the materials" and that it "is unable without undue 
hardship to obta 


in the substantial equivalent of the materi- 


Civ. P. 26(b) (3). 
ment will be afforded Opportun 


als by other means." F, R. 


The Govern- 
ity for such a hearing by 


the Masters in. any decision holding particular cocuments 


to be privileged as work product. 


: VIII 


Tn making reccommendatons to the Court regarding 
‘the validity of claims of privilege asserted with respect 
to particular doc.ments, a Master shall recommend that a 
document be found "wholly privileged” or "“wholiy non- 
privileged" or "privileged in part" and as to. any document 
in the last category shall (a) indicate by enclosing w 


red ink brackets marked “pon the document those portions 
of the document which he recommends be found Privileged 
and be excised from the document before disclosure of it, 
and (b) shall file all such "privileged in part” 


under seal with ¢ 


documents 
the Clerk of 


Che Court at the time of 


filing of his report on such documents. 
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RECOMMENDATION 


We recommend that the Court accept the findings 


and conclusions above set forth and adopt this report. 


The Masters' work of passing upon the particular documents 


will proceed promptly thereafter. 


Dated: New York, New York 
January 14, 1974 


Respectfully submitted, 


hs 


Bernard S. Meyer 
Special Master 


Joseph M. McLaughlin 
Special Master 
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INTRonvuct row 

The oxperionce of the Masters in reading documents 
indicates that a subseantial sumber fall in categories ligted 
below under “Attorney-Client” which, in the opinion of the 
Masters, are not privileged. Moreover, Chief Judge Cdalstein's 
decision of June 27, 1974, balding Chat Css’ I22 and tV and Opp 
were business rather than legal groups, imposes on ras tae bur- 
dan of proving specific claims of Privilege as to individual 
documents generated by said groups. ft also disposes of all 
work-product claims except those relating to documents Prepared 
for the instant caso. 

Morcover, there are in the various documants and 
Listings aames of individuals and groups and abbreviations whic 


aro ant otherwise idencdified or oxplained, 


RECOMMENDATION 
We, therefora, recommend to the Court that 
1. IDM furnish to cach of us (a) a directory of 
perconnel, onher than attorneys, referred to in the documents 
OF a general directory from which such persons can be identd 


fied, and (hb) a qlioceary of arevnn and abOraviations raferred 
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Opinion of June 27, 1974 and the cateqorica of 


Privileged 


w | documents set forth below. Documents which survive such re- 
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from which appeal may be taken. 
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: t ft Communications will nor ha deeme 


: i come within any one of the following cateyorics 
ea ' | i. Where nubices of communication ia company policy, 
“~- 1 i , | 
; snc sling + | 
i A.  Misecusniond of pricing, mAEHCting and budgeciag. | 
\ 
if 
. ™ | bh, Communications Foidriag So acminiatrative forms, 
i 


catalogs, letters, customer lettocs, branch manager lecters, 


ancduntsy maws letters, bluc letrern, prass eelounes, branch 


» inttincua conduet hool:lets, 


hiring peacticnn, inntruction letsersa, cedtonal manager let- 
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| 
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Office manuals, sale* manuals 
i 
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teen, executive cenortes, clvirtory «uate? memon, corperate 


{ ANKE UCC LOA, announcements, ATVAnL eAaAL.on 
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| 
: 
| i] 
! revisions, drafts, intcrnretations and aoolications thereat. | 
| 

! ¢. Announcements or requests that policy arcas be 

i! studied. 

i d. Miscussions of the apportionment of responsi- 

| 

; oility within the [8M administration. 

| 

} : ¢. Communications concerning settlement and 


contract negotiations. . 

_- 2. “here a document is not intended primarily for 

, she purpose of securing legal advice. Zenith Radio Corse. v. 
Radio Corp. of America, 121 F. Supp. 792, 794 (D. Del. 1954). 
See also, U.S. v. U.S. Shee Corp., AS F. Supp. 357, 360; 


Colton v. U.S., 306 €.2d 633, GIR (2d Cir. 1962); NERD v. 


' 
prey seven inant 
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4 || ineludes all documents requesting simultaneous review of a 
3 : Z 

‘Gee | given problem or practice hy non-legal as well as legal per- 
ee aS | sonnel, c£&., Y.S. v. Aluminum Co. of America, 193 F. Supp. 


neg : i} 251, 253 (N.D.N.¥. 1960). A lawyer's response to any re- 
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{! quest not intended primarily Coe the purpose of receiving 


hy 


t | legal advice will not he deemed confidential or privileged 
| even as to that specifically legal sortion of the response 
sinee the privilege only applies toa lawyer's communica- 

Sion which would pave the effect of revealing a confidencial 


communication from the client. &.5. v. Silverman, 430 F.2¢ 


106, 122 (2ncl Cir. 1970). 


3. Where a reading of the dncument in question dees 
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not reveal . communication of confidential information. J.5. 
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| Harvey, 349 F.2d 900, 905-906 (4th Cir. 1965). This category ; 
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v. U.S. Machinery Corp., sunca at 360 (privileqe does not cn- | 
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compass reports or comments “on infarmation comiag from per- 


sons outside the corporation or from nublic documents, Of 


i (whieh] are summarics af conferences held with or in the 
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h prees siders. : : ; 
it ; P 
#639. This cateqory includes: | 
i 
i 
; : 

t 
i 


CO a 4.9 a hdeosmeal ton, “eet ad 


a Le 


he 


oe 


en 


LAN me + rm SOS ea SS Oe Rk 


ee ee —opegs 


a. A communication based upon complaints, pro- 
posals, requests or other communications from third’ parties 
or cdiiscussions with third parties. 

b. Reports regarding activities of third parties 
or discussions with third parties. 

¢. Requests for specific legal action, such as 
contract drafting or research, where it is not evident that 
the request discloses confidential information. 

dad. Remuests for leqal advice made on the hasis 
of information contained in records and other material 
generated for predominantly business purnoses. ° 

¢. Legal opinions which do not reveal a confi- 
dential communication from the client to the attorney, 
including discussions af legislation, judicial decisions, 
status reports of activities hy lawyers or non-lawyers, 
lawyer “high light reports”, reports on complaint resolu- 
sions, financial damage assessments and letter 112 status 
reports (c.g., Deitzel, AA 34(4)). 

4. Where a communication is not intended to remain 
confidential, including a communication from or to an attorney 
that is intended for transmission to third parties without 
legal approval. 

$. As to cach document resubmitted hy IAM in which 
all of the originator(s), addressee(s) and copyee(s) are not 
within the [AM control group list submitted by the Government, 


IBM shall submit one or more affidavits of apneonciare IM 
official (s) eetting farth the Cactual hasisc for tnm’s clains 
that the persons nok within the Government's list ace within 


the control group. 
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Mork-Product 
ALL documents which do not disclose that they were 
prepared for use in this Litigation will not be privileged ‘ 
as work-product. 


Dated: New York, New York 
July 24, 1974 
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SOUTHERN DISTRICT OF NEW YORK 
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UNITED STATES OF AMERICA, ° 
Plaintiff, 


v. Civil Action 


INTERNATIONAL BUSINESS 69 Civ. 200 
MACHINES CORPORATION, 


Defendant. 


~ 


PRETRIAL ORDER NO. 5 i 


by, ere 

WHEREAS def adant, International Business Machines Cor- 
poration (IBM), in furnishing to plaintifé£, Uhited States of 
America, microfilm copies of documents in the course of pre- 
trial proceedings in the above-captioned case, excised from 
‘the microfilm prior to delivering it to plaintiff copies of 
documents reproduced on said microfilm which constituted or 
contained allegedly privileged material, as to which excised 
documents IBM made the claim that such documents had been 
delivered to a third party, Control Data Corporation, through 
inadvertence on its part; and 

WHEREAS plaintiff thereafter filed a motion in this 
Court dated April 7, 1972, calling for the production of 
the materials thus withheld and excised by IBM, plaintiff's 
ground being that the production of said documents to Control 
Data Corporation constitutes a waiver of all claims of privi- 
lege by IBM as to said documents; 

The parties having been —— on IBM's claim in response 
to plaintif£'s motion that IBM's delivery of said documents to 
Control Data Corporation constitutes an "inadvertent waiver" . 


atid upon plaintiff's claim that this Court should not apply 


any so-called doctrine of inadvertent waiver to said documents, 


“and the Court being thus duly advised; 


IT IS ORDERED that IBM immediately deliver to plaintiff, 
in the form provided to Control Data Corporation, a copy of 
each document withheld and excised by it from the said 
microfilm, all such documents purportedly being identified 
and described by Charles M. Waygood, attorney for defendant, 
in a letter addressed to plaintiff's counsel, dated April 4, 
1972, a copy of said letter being attached to and made a 
part of this order. 


Dated at New York, New York, se Te of 


September, 1972. 
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Chief Judge 


Consented to as to form: 


<a ceeoens eiteneieestimamensnna 
Attorney for defendant, 
International Business 
Machines Corporation 
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Dear Ray: ee | a ‘ 


~~ 
The enclosed are the lists of documents <.. 

excised from the microfilm previously shipped to 

the Department of Justice. The lists cever the 

169 reels of microfilm shipped to the Government pal ‘ 
in June, 1971 and the 22 reels’ of Microfilm deliv- 

erec to you in Court on March 16 with my letter of 

Maren 15, 1972. ‘ * 


Cordially yours, 


: “, ' ae r 
: Cittihllcygee 
Charies M. WaYgood 
Raymond Carlson, Esq., 
titrust Division, 
Department of Justice,’ 
Washington, D. C. 20530. 
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Enclosures 


Copies for: Steven J. Olson, Esq., (Oppenheimer firm) 
w/ encs. 


Thomas D. Barr, Esq., (Cravath) w/o encs. 
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UNITED STATES DISTRICT COURT > son jie 3 ff 
SOUTHERN DISTRICT OF NEW YORK Ps 


Mey! 
~ §. “i. 
EU Ra Ne em Ud ge Nea Neel a Ne “ean, 0. OF we 


UNITED STATES OF AMERICA, 


‘* 


Plaintiff, 
“against- SPECIAL MASTER 
ORDER No.l 
INTERNATIONAL BUSINESS 
MACHINES CORPORATION, 
Defendant. 


alae ae 


EDELSTEIN, Ch.J. 


WHEREAS discovery in the above-entitled action 
has and will continue to involve claims of privilege with 
regard to a substantial number of documents; and 

WHEREAS both parties have suggested chat the 
court appoint special masters to assist the court; it is 
hereby 

ORDERED that: 

FIRST: Pursuant to Rule 53 of the Federal 
Rules of Civil Procedure, the court hereby appoints 


A. Leo Levin, Joseph M. McLaughlin, and Bernard S. Meyer 


to be special masters for the purpose of conducting hear- 


ings and making recommendations to the court tegarding the 
validity of claims of privilege asserted by the parties 
with respect to documents discovered in the course of 
pretrial procecdings in this case; 

SECOND: All claims of privilege are to be 
made to the court, together with a list of all documents 
as to which such claim is made, a brief description of 


their contents and a statemene of the nature of the 


entation nm anc Bf 


nae 


privilege claimed. For each document or class of docu- 

ments with regard to which a party asserts a claim of 
privilege the court may designate one of the special 

masters who shall have responsibility for making recom- 
mendations to the court as to the validity of such claims. | 
The court may periodically alter these designations. | 


THIRD: All claims of privilege raised by 


are to be decided by the court and are not to be considered 
by any special master; 

FOURTH: Subject to further Order of the 
court, the masters shall be governed by the following 


guidelines: 


i 
H 
' 
\ 
| 
| 
| 
| 
| 
the United States on the grounds of national security | 
| 
| 
} 
| 
1. Upon the designation of a master to | 
review claims of privilege with regard to any class of 
documents, the master shall schedule a meeting with counsel 


at which each side will present in writing its plans for 


| 
| 
| 
| 
| 

the priority to be assigned to each document or group of | | 

documents, before that master. “In the absence of agree- 

ment between the parties, the master shall make a ruling 

as to the grouping and priority of documents including, 

in his discretion, classification of documents by type 

of privilege, similarity of content, chronology, or other- | 

wise. The parties and the masters, in determining these | 


priorities, are to seek a method which will lead to the 


~ “ still ‘ 
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memati 


| 
f 
t 
«Sa ‘ 
: 
most expeditious handling of all claims of privilege. ' 
It ie expected that these procedures and priorities 
will differ with regard to the claims of privilege before 
each master. 
2. In making his recommendations as to 
each group of documents considered, each master shall, 
if possible, treat firse those documents which are in 
his view obviously not privileged; next,those which are 
in his view obviously privileged; and last, those docu- 
ments with regard to ‘shich serious legal and factual 
questions are raised. 
3. Im all instances not governed by 
these guidelines, or further order of the court, includ- 
ing the conduct of hearings, production of documentary 


materials and attendance of witnesses, the mas*:rs shall 


sececeecelatnametit ntti CLC OCCT 


be guided by Rule 53, and other applicable provisions of 


the Federal Rules of Civil Procedure. 


4. After considering the validity of any 


claim of privilege, each master shall forward to the 


court his recommendations together with the reasons 


i 

. 

| therefor. 

j FIFTH: The special mastevs' fees and 

! 

{ necessary expenses shall be at regular hourly rates not | 

{ ; 

bd ; * 

| i less than those customarily charged for matters of this 
¢ 

j 
i 


eta li tlt aati Pia a tht il Sti at Setiiteal ai 
ene he 


ole 


importance and complexity in this jurisdiction. The 
parties shall share equally in the payment of those 
fees and expenses and such fees and expenses shall 
ultimately be taxed as costs in such manner as the court 
shall deem appropriate at the conclusion of this case; 
and 

SIXTH: Nothing in this order shall be con- 
strued to limit either the masters in secking guidance 
from the court, or the court in ordering that any matter 
pending before a master be referred immediately to the 
court for its consideration. 


KA Law i tet ul SF ST Liat / 


‘ 


DAVID i. “DAVID N. EDELSTEIN, © Med. 
United States Diserict ‘Court, 
Southern District of New York. 


Dated: New York, N.Y. 
Agril 16, 1973 
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entered into evidence. 


in part, 


Government, 
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Office of B 


to plaincif£ as privileged. Mr.-Faw was one of the witnesses 


utilized in reaching their findings of fact. and conclusions of 


1973 to James I. Serota, an attorney with the Antitrust Division 


called by the Government. Pursuant to Special Master Order No. 
7 these documents were submitted to the caatecs for their con- 
sideration in camerz. By procedure adopted at the close of the 
heaxties the Special Masters permitted defendant to submit these 


documents with the proviso that if any of these documents were 
‘ i ‘ - 


law, they would specifically state which decument or documents 
? s rea a ’ 3 


if any, were used and would attempt to provide redacted copies 


to the Government. Tr. .317-25. By letter dated December 12, 


le 


of the Department of Justice, Special Master Meyer unequivocally 


stated that the Faw documents were not considered by the special 


masters in reaching their findings of fact and conclusions of 
f—) 7 ‘ 


law. 


On December 12, 1973 the Special Masters Preliminary Report 


was filed; it contained a brief introduction, findings of fact and 


conclusions of law. Pursuant to Fed.R.Civ.P. 53(¢2)(5) the master 
: to 


invited the parties to make written comments addressed/ the pre- 


liminary report. : y 


Both parties responded to the preliminary report. After 


considering the suggestions tendered, the masters made some slight 


. 


modifications of the preliminary report and on January 14, 1974 


of 


rendered their fina 


ee 
Ht 
- 

oe] 
re) 
rt 
ct 
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Thereafter, pursuance to Fed:R.Civ.P. 53(e)(2), both partics 


3. 


SQA pS AEN EE ONE REN NE MRE LESIRIRN. oun 


monn leadin . : emg ieee atelier a” aaa on ev Fo ell o 


_.*  gexved and filed written objections to certain of tne tindings or 


“Gg .. fact and conclusions of law and moved before this court for orders 
oe ' “getting aside, modifying and emending the Final Report of the 

“4 +e : : : 
ae Special Masters. The specific objections will be discussed in 


parts III (Government) and IV (IBY) of this opinion. 
i . : ~ Bke SIANDARDS OF REVIEW 
The power of a special master is completely dependent 


upon the order of reference. Fed.R.Civ.P. 53(c) © . in rele- 


vant part provides that "(t]he order of reference to tHe master 


‘may direct him to report only upon particular issues or to do or 


iB] 7 


perform particular acts .... Special Master Order No. 1 states 


tte 


that the special masters were appointed in this case “for the pur- 


* 


ane pose of conducting hearings and making recommendations to the 


if 


the parties with respect to decuments .... 


(emphasis added). 

oo. Accordingly, the Court views the final report of the masters beet 
cluding their findings of fact and conclusions of law as recom- 
mendations regarding the validity of claims of Ditettcee asserted 
by ‘the parties. Although these recommendations may be accepted 
or rejected by the Court as appropriate or inappropriate, the 
Court will deal with the suggested findingsas though thy had 
been specifically required by Special Master Order No. 1 and 
subject to the standard of review contained in Foed.8.Civ PF. 335 

‘@) (e)(2), which, in pertinent part, provides: Ore an action to be, 


tried without a jury the coure shall accept the mascer's findings 
jury : H ¢ 


of fact unless clearly erronesus." The Supreme Coure has defined 


when although there is evidence to support it, the reviewing court 


‘mixed questions of fact and iis. In regard to such a finding 


. that involves a mixed question of law and fact is subject .to a 


“clearly erroneous" as follows: "A finding is ‘clearly erroncous' 


on the entire evidence is left with the definite and firm convic- 
tion that a mistake has hee: comnited." 

It is firmly established that a "Master's conclusions of 
law have no effect except to the extent that they are correct 
propositions cf law." SA J. MOORE, FEDERAL PRACTICE 4 53.12 (5] 
(2d ed. 1974) (hereinafter cited PS SA J. MOORE]. For the most 
part the conclusions of law attacked by the parties in the pend- 
ing motions are net statements of law per se, but rather are 


" 


Professor Moore states that "an ultimate finding by a master 


scrutinizing: and careful review." 5A J. MUORE ¢ 53.12 [5] & 


Neither the Government nor IBM would dispute that the 
utilization of the "clearly erroneous" standard of Rule 53(e)(2) 


is desirable in this court's review of the special masters' 


- 


= 


findings of fact. What they do disagree about is the applicabilis 


of the Gynsum rule under Chese circumstances. This rule takes its nan 


eens retentive venwertnteretiertoenthiin nt hierniana 


from the case in which it was, arciculated, United States v. 


United States Gvosim Co., 333 U.S. 364 (1947). Simply staced 


the rule instructs thac when oral testimony is contradicted by, 
contemporaneous documents the tricr of fact should give little 


7; 


7/ 


weight to the oral testimony. Id. at 395-96 — 
Plaintiff contends that under the circumstances in which 
the hearings before the special masters were conducted, the 
masters “were required to resolve evidentiary conflicts be- 
tween IBM contemporaneous documents on the one hand and the 
assertions of TBM lawyers and businessmen on the other in favor 
‘of the conclusion dictated by the contemporaneous documents." 


. 


Not to do so is asserted to be clear e 

Defendant’, on the other hand, points to United States v. 
Yellow Cab Co., 338 U.S. 338 (1949) “as stating a ¢ 
eee F °o 
rule to the so-called 'Gypsum rule.'" {[t contends that the 
Yellow Cab case would permit the masters to review all the 


evidence and come to their conclusions based on any permissible - 


view of the weigt.. of the évidence. 


A reading of the two cases clearly r 
decisions of the Supreme Court on the issue of whether the courts 
below had committed clear error was resolved on the dasis of 


altogether different fact patterns. In Gynpsua contemporaneous 


documents were contradicted by subsequent oral testimony. 14 
this situation che Court mandated that the trier of fact should 
give little weight to the oral testimony. 

Yellow Cat presented an entirely different situation. It 
is true, as defendant suggests, that the Supreme Cours state: 
that the Governmence in Yellow Cab "relied in large part on 


8. 


inferences from its 485 exhibits . . . and that defendants 
‘relied heavily on oral testimony to contradict those inferences.” 
336 U.S. at 340. (emphasis added). But this brief statement is 
a slim reed on which to predicate a companion rule to the pro- 
nouncement in Gypsum. Tf the Court was meaning a companion 
sali to Gypsum, it seems curious indeed that ieasint was not even 
cited in Xellow Cab let alone discussed or analyzed. 

The pianttteins factual findings in Yellow Cab concerned 


*" matters that the Court described as 


imponderables, such as the intent of 
parties to certain 1929 business 


transaczions, whether corporate officers 
were then acting in personal or official 
capacities, what was the design and pur- 


pose and intent of those wiio carried out 
twenty-year-old transactions, and 
whether they had legitimate business 
motives or were intending to restrain 
trade of their competitors in car manu- 
facture, such as General Motors, Ford, 
Chrysler and Packard. 


338 U.S. at 340. In such circumstances the ability of the trial 
court to observe the demeanor of witnesses was deemed highly sig- 


nificant. The Coure articulated this position as follows: 


Findings as to the design, motive and 
intent with which men act depend pecu- 
liarly upon the eredic given to witnesses 
by those wito see and hear them. If de- 
fendants' witvesses spoke the cruth, th 
findings are admittedly justified. The 
trial coure Listened to and observed the 
officers who had made the reeords from ve 
which the Governmenc would draw an infer- 
ence of puiit and concluded that they 
bear a dillerane meaning Crem that Cor 
which the Goveriumnte contends. 


Ce 


oa 


330 U.S. at 341, 


Accordingly, it is the court's viow that Gypsum and 


on 


Yellow Cab stand for different Propositions and do not state 
BEE lh 


companion rules. 


III. GOVERNMENT OBJECTIONS 


The Government objected to finding 9, which states: 


S. cCséx (Cravath, Swaine & Moore] 
te III, also knotwm as the Bullen Task Force, 
and occasionally known as ete Business 


Practices Task Foree, the: Unbundling Task 
Force and the Von Kohorn Task Force, was 
established at the Tequest of IBM's sounsel 
in’ December 1968 and concluced its work by 
approximately June, 1969. The work of Cs én 
III was guided by counsel from Cravath, : 
Swaine & Moore, principally Me. CG. Oliver 


K mnell nina tame hae 
OPT mw ee +o et wee ss OS W 


Cravath ficm. 


Le 
a. 
Gon toe None 


ae 


Plaintiff contends that documents admitted -into 


‘evidence contradict find ding 9 in at Senet three respects. 


First, <-- CS&M III wes not the same group as the Bullen Task 


1 


Force, Secondly, CS6éM III was not established at the 


‘request of counsel and, lastly, CS6&M III was not directed 


by Cravath, Swaine & Moore) IBM's outside counsel, 
The Government asserts that the group known as the 

Bullen Task Force was Organized by Richard I. Bullen, then a 

Senior IBM officer, at the direction of Thomas J. Watson, Jr. , 


then the chief executive officer of IDM. Additionally, plain- 


, 
ve 


tiff contends thac the activities of this Croup were direeted 


10, : ; 


‘by Bullen rather than counsel. In support of this contention 


8/ 


plaintiff points to its exhibits numbered 8-14, PX-8 is a 


. J. Watson, Jr. to Bullen; f¢ indicates thac 


= 
rh 
" 
re) 
Fa 
r 


memorandu 
carbon copies were sent to T. V. Learson, A. K. Watson and 

A. L. Williams, then all senior IBM officers. The, document, 
which is dated November 7, 1968, is reproduced in the margin, 2 
In pertinent part, it provides that "effective immediately" 
Bullen was to become Soneict Aastucanl reporting to Watson 

"on the matter of business practices," Additionally, the memo 
indicates that Bullen is to keep management informed and thac 
the time for the assignment of this project was estimated’ to 

be 120 days. , 

PX-9 is a portion of a memorandum fron D0, FP. Paypers, an 
t3t otticial, cot. J. Watson, Je.) 7. YY, beateod: A. K. Watstn 
LS : 2 
“—~ This document, dated December 18, 1968, 
states that "Bullen will review with you the present status of 


the work he has underway" in connection with "Business Practices. 


In ancther memorandum (PX-10), dated January 13, 1969, from 


Phypers to the four senior IBM officials who were the addressees 
of PX-9, ic is stated that A. K. Watson will chair the January 
11/ 


14 MRC —" meeting. One of the topics for discussion was 


listed as follows: : 


4. 


Business Practices -- is‘will be the 
first in the series of discussions with 
the bullen Tank Force ai 
CONncencuin AVYeorene on aur 
area. 
Sis added), 


The next document relied on by plaintiff is » which 


if ‘ 
is a memo from Bullen to F. T. Cary, another senior 18M offi- 


cisl and currently LEM's chief executive-officer. This docu-~ 
ment sets forth ¢ number ee renin meetings between Bullen's 
task force and verdes ILM manszcnent comsittecs. in it 
concludes that {¢ will be necessary to abandon 
plenned met ines in order to complete the task 
uled wowk. 

PX-12, 13 and 14 are cumsunications trem uullen ta 


various, members of his task force and to other 12M officials 
not dircetly connected with task force in which he in- 
formed then 

ment were being cancelled. 

Callectively PX-8 through 14 estsblish that Bullen 
headed a task foree organized in Hoverver, 1966, ae! cudnt WSs 
formelly known ay the "Business Practices Strategic Tusk 
Forec,'' snd informally as the Bullen Task Foree. Hene of 
these documents indi wo Chis tack force wes also called 
weet 31), 33 Slso clesr the: unbundling was the scone 


mstter with which this group was coneerned, Furtherwore, it 


Showld be noted chat none of these documents mention counsel 


; : a ari oe - 
pata itidieinnienenenntonnes themes teen remameensccell-semmetnmeene mame sgmamatt tee "Mme SR 
f bi a 7 £ * . 


» By 


or suggest any legal involvement of the Bullen task foree. 
The Government offered another group of documents, 
ee ‘i 
marked as exhibits and entered into evidence before the masters 
in support of the following contentions: (a) the Bullen Task 
Force and CS& III were distinct entities; (b) that e large 
task force was established by IBM in February, 1969 (about 
oe ; 
two or three months after the original Bullen group began its 
work); (c) it was this larger group that became known within 


IBM as CSEN III; (d) this larger group did the detail work 


for the smaller Bullen group; (e) the larger group (CS&M IIT) 


was linked to the Pullen task force by three IBM businessmen 


(Beitzei, Forese, .ad Figueroa); (£) these three men were 


known as the trotka and (g) they guided the daily activity of 


‘CS6M III. 


PX-48 is an excerpt from the deposition of Howard G. 


Force. It indicates that the group known as the Bullen Task 


Force was started in November or Decamnber 1968, thac it was a 


. 


successor to the Kearns Task Force (CSSM II), and that or‘g- 
‘ : 14/ nee 
pproximately a dozen members. — Addicionally, 
force 
Figueroa's deposition reveais that another task A:as ereated in 


inally it had a 
February, 1969 "[c]lo do the detail work chat had been generally 
outlined by the smaller Bullen group. Furthermore, ic states 


that this ad 


fictional task force initially had abouce fifceen 


- 


: members but toward the end of its work it had approximately 
(A-- 
, 15/ 
100 members. — 
; In other excerpts from Figueroa'’s deposition it is 


stated thac the larger additional task force was referred to 
as CS&H LIL (PX-535), that the Linkage between the smaller 
Bullen group and the larger CSEM III group was provided oy 
three I3M businessmen--i.e., Beitzel, Forese and Figuerca 


(PX-49)--and that these three men “had the responsibility to 


’ . @irect on a day-to-day basis the work of the larger group." 
(PX-49). It was also established that Beitzel, Forese and 


Figueroa were collectively 
~ 
A Thus, the excerpts frem Figucroc's deposition support mosc . 


of the Government contentions stated above. 


q III 
. In fucther support of its contention that CSé&i/and the 
. 
Bullen Task Force were separate entities, the Government 
offered PX-54.. This document is a memorandum from Forese to . 


Sel 


nine other IDM employees 18 with an indication that carbon 

copics were sent to Beitzel and Figueroa. Stamped in the 

“pper-left-hand corner of this document is the legend "CS&H 

STUDY III." Immediately below this the words "Not to be repro- 

duced" are printed in smaller type. In the upper-right-hand 
A | corncr is the date, Febcunes 18, 1969, and above that the 


7 ; 
uw 17/ Attached to this .. 


following is typed: "DIC iQ Harrison. 
memorandum is a list of dates when reports on various subjects 


A 


would be available from two work groups. One group is labelled 


Bullen and the other is designated "Troika." From Figucroa's 


‘ " 


- testimony it was established thac “Troika” referred to Beitzel, 


ms 
” 
- 


Forese and directors cf CS&M III. 
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Accordingly, ic is apparent that the label "Bullen" in the 


attachment to PX-54 refers to the dozen or so members of the 


Ov 
rH 


smaller eri 


¢ oh fat 1 
a 


larger task force which Figueroa stated was called CS&M III. 
Plaincifft concludes that the documents discussed above 


"establish the existence of two distinet groups" (emphasis 


* 


added). The Government is correct in this assertion. Never- 
theless, che exhibits also suggest that the two groups worked 
on substantially the same subject matters. It should also be 


- 


observed that none of. these documents reveul any direction by 


IBM's outside counsel, Cravath, Swaine & Moore. Additionally 
none of the documents support the masters' finding thac CS&u 
III was created at the request of counsel. 
The major evi ‘donee. offered in support 
contained in the affidavics of TBM counsel. 
Before exploring this evidence it will be useful to set 
forth defendant's view as to why the task forces were established 


and how they operated. This background informacion is found in 


(K]rom cime co cime I advised 1DM 
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a shar shetites and a former Senior Vice President of IBM; Faw 
is currently the Assistant Treasurer of defendant. In any 


Bullen's testimony was often so vague and indefinite 


that it cannot be accorded much weight. 


Additionally, PX-8 (the Watson-Bullen memo) was a clear 
command to Bullen from the chief executive officer ‘of IBM to 


take charge of "business Although Bullen tes 


that the term "busin 


ess practices" meant "The work required and 
requested of outside and inside counsel" (Tr. 153), this is not 


reflected in PX-8., 


To the contrary, PX-8 strongly suggests thac 

Bullen’s work was business related, Sce note 9 supra. ; 
Lastly, thers is a clear and unequivecal acuission by 

Thomas D. Barr, Esquire (the partner in the Cravath fir who is 
in charge of this Litigation, ) which stated that CS&M III and =7 
"were studies undertaken by the IsM Corporation to consider and 
to make certain chenges in the way in wnich it conducted 
business." Furthermore, Barr asserted "that CS&EM LIZ and CSéM 
IV are not covered by the attorney-client privilege to any grea 


might be." This admission, which the court egards as having 
great significance, will be discussed in detail in connection 
with plaincif£'s objection to finding 13. 

The next finding to which the Gov tament objected is +* 
finding 13, which states: 
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He also stated that he "might have received lette s‘from Mr. 
McGuire and Mr. Schwarz" (Tr. 116 L. 16-17). He seemed more 
positive ab ee " t ir. McGuire (Tr. 116 L. 17-19). 
On cross-examinatio IBM counsel, Gamrath testified that 
during his tenure at OS? he worked with about ten lawyers 
including McGuire (Tr. 127 L. 2-8) and that he took "technical 


‘9 : 
direction" from McGuire (Tr. 125 L. 19). 

The next witness who t stified that he worked with 
counsel, including McGuire, while at OBP, was Stewart. H. 
Greenfield. Although no longer employed by IBM, Greenfield 
stated that he was a stockholder of defendant. While working 


d testified that he had discussions with a 


. number of lawyers in ng McGuire, Seggerman and Schwarz 


(Tr. 206 L. 13-17). On creass-examination he stated that he 


prepared reports at the request of these s 
sie : 
(Te. 222" 44 22 cos2ts  b. 2), Bilavy Av Fa 

Corporation 

He stated that during his association 

with OBP he authored reports which "were directed to Hr. - 
George B. Turner and to his associates, who were at that time 
working with hi 2 ath ic] Swaine & Moore, and to Mr. 


In evaluat nding 17 attacked by the 


the cou i isfi thac it is erroneous and 


must be rejected. Although there are bits and pieces of tes- 
timony suggesting that McGuire worked with OBP, it cannot be 
overlooked that McGuire failed to directly assert that he had 
a working relationship with OBP. Additionally, even those 
witnesses (Gamrath, Greenfi ield and Faw) who contended that 


+ 


McGuire worked with them, ene cenit his work in 
. ‘ 
connection with the document search rather than to OBP 
generated work. . ; 

The next finding objected to is’ 
as follows: 


Frank J. Cummiskey, 
was the first director of ging ares 
ctl 


and. reported cirectly to Burke Marshall. 
He was then joined by other exployecs 
including Hilary A. Faw (wno later becane 
i : FE th ffi jcis S. Page 
Director of ae Office), Otis Ze, : 
carl Gamrath, Stuert E. Greenfield, 
Jerry Specter, William Wakeford, and 
Joseph Rogers (emphasis added). 
The Government objects to the statement in finding 18 
that Cummiskey "reported directly to Burke Marshall." At the 


time OBP was established, Marshall was Vice Prasident and 
General Counsel of defendant. Plaintiff asserts that this 
Statement is in conflict with PX-G6A, which contains IB? 
Organization Directories dated January 1, 1967; April 30, 1967; 
July 31, 1967; November 15, 1967; July 18, 1969 and July 31, 1970. 
The Covernmenet contends that PX-6A demoustrates that OBP did ,. 


not report to attorneys from the time of its ereation-- 
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sotem (lates. 4" 


ow tee 


anuary and April 1967--until November 1967. 


From its creation until November 1967, OBP reported to Mr. 
PI t 


Bullen, who was then Vice President an 

Corporate Controls and Services Staff. 

contends e reporting relation hip to attorneys, which 

p E contends was not established until Noyember 1967, ended 
1969 when OBP again reported to dette: 
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“ Semetime between July 18, 1969 and July 31, 1970, oBP 


resumed its reporting relationship to Bullen. Plaintiff 

A offered PX-6 in show that this shift fr 
office to Bullen occured in August 1969. In relevant part, 
PX-6 contains a chart of the Office of the Senior Vice Presi- 
dene 't R. H. Bullen). The chart indicates that the IBM 

é - -- é 
Director of Business Pructices (H. A. Faw, Jr.) reported to 
Bullen, e- 

PX-6 and PX-6A show that OBP reported to Bullen from 


the time it was created until November 1967, From November 


1967 until August 1969 O3P reported to the Office of Vice’ 
oS 4 
President and General Counsel. Thereafter, it 2g2in rererted 


“ to Bullen, Accordingly, the Government maintains that findin 
‘& dns 18 is erroncous since it fails to reflect these shifts in 
reporting relationships. 

As with all the masters' findings, the major evidence 
ing finding 18 is contained in the affidavits of IBM 
counsel, After stating that upon the advice of Cravati 
Swaine & Moore he decided to establish a sinall group of IBit 

30/ 


businessmen to assist counsel, Mr. Marshall averred as 


follows: 
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IBM Tespondcd ‘to thete argimencs by pointing out thac 
this document was mistakenly Listed as privileged and that it 


( had in fact been produced to the Government numerous times. 


_ 
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Moreover, defendant contends thet Mr. Faw was interested in 


' Project Yardstick because Mr. Turner stated that Projecc 


Yardstick "was well worth pursuing rom a legal standpoint, as 

well as from the standpoint of whatever icadeabh's motivations had 

originally given rise to the project." (Turner Affidavit 4 10). 
Additicnally, ISM points to testimony indicating: 


(1) thae the sole purpose of OBP was to assist IBM's 


counsel and that OBP was directed by counsel (Page-Tr. $8 L.. 23 
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Conclusion II states thac "The Office 


Practices was similarly created to prepare for lLitiga:ion, 
aes either pending or anticipated. In view of the court's 
ruling with respect to findings 19,°21 and 22, this conclusion 
must be rejected. 

Conclusion IIIA, states as follows: 


ll | 


The evidence presented establishes 
that the worl: of the four tas forecc 


~ 


and the Office of Business Practices 


was primasilvy related co Litigation 
(either pending or anticipated or the 
obtention of legal advice. 


4 


(emphasis added). 
In view of the rulings of the court on the masters’, 

findings of fact, in seems clear that this conclusion must be 

rejected with regard to CS&i IIT and IV and OBP. The masters 

appeared hesitant about staring that the exclusive’ f:nction 

of the task forces and OBP was assistance to counsel. This is 
aii apparent from their use of the word Novimarily' in conclusion 

IIT A. 


Conclusion III B states: 


‘ 


The evidence presented establisiics that for 
the purpose of protecting the confidencialicy 
j of the documents the personnel of the task 
forees and of the Office of Business Practices 
and tha documents used and prepared by then 
were sufficicnsly sayregaced from the rest of 
IBM personnel and their business records Al- 
though oral progress reports wore occasionally 
made to Lit! execucives not couneccte’l with the _ 
task forces or the Office of usiness lractices, 
..) these conmiurications were auarded and ware 
made In the presence of counsel in order co 
keep the senier vehelon of LUM manavcment 


apprised of Lepal developments. 


As to the CS&M ITI and IV and P this conclusion must be re- 
jected, 
Conclusion 


Document 
and the Off 
fore priv 
comaunica bet: and client 

the document, establishes 

that the purpose of document was othe 
than litigetion or ¢! Lin EF legal 
advice A the documenc 
or the fi whi 
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tained. 
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In this conclusion the masters’ accord a general priv- 
the task forces and OBP predi 


that these | wer { by counsel 


to assist in the defense of 


or in the obtainment of 
masters sought to limit application of this privileged statu 
if the content of a particular docum 

purpose of the document was not related 

to litigation 

the requisite confidentiality was breached with regard 
The attempe to 

the privileged status on these grounds appcar 

with the purpose of accordin 


the groups in question. 
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undermine the masters indings of fact. In establishing their 


scheme to review documents the masters accorded a privileged 


a status to all documents generated by the task forces and opp 
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In view of the rulings of the court 


nes 


set forth by the masters should be roversed--i.e. all docume 
should be considered not privileged unless | 
from the face of the doéument or from the context 
‘ment is,in fact, privileged. This is the customary procedure 
by which documents are reviewed for claims of privile 
Accordingly, conelusion III is rejected, " 


Conclusion IV states: 


me Even though such a document was noi pre- 
am pared for the present Litigation, the document 
ds privilaxed as work product .f it was pre- 
pared for a lawsuit involving substantially 


identical issues, 
This conclusion is rejected. Although 
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compare cases cited at n. 26 with these Listed at a. 27), 
this court is of the view that for something to be considered 
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Borg-Wa Corp. 2 Cir. 


the same excepctior 


vom: = i nm 


al- ds sought. This view was articulated 


Inc. v. Piner 


970), in which ic is sceted: 
{n a prior case in- 
s does noc have che 
< product” princicle. 
@ 26.23 (8.-3] 
never Shoe, Inc. v, 
1; Tobacco. , 
v. Transamerica Corp., 
34; CE. Republic 
1967, 


where such a document 
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LD employee. It does, however, 
as stated in conclusion LIT C. 
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the view 
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to apply the attorney-clicnt privilege is. the corporate 
context. The court is of the view thac the "control group" 
theory, first articulated by Judge Kirkpatrick in City of 
Philadoirhis v. Westinchouse Tlectric Corn., 210 F.Supp. 483 
(E.D. Pa. 1962), provides the most satisfactory solution to 
the problem. See it 


See ote, Attorney-Cliont Privilege for Corporate 
Control Croup Test, 84 HARV. L. REV. 424 (1970). 


one 


Clients: Tho 
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Consequently, the masters’ are directed to apply the "control 
group" thaory to the assertions of attorney-client privilege 
by defendant. 

Concl n VIA states: . 

In those cases where the document went 

from one LGii employee to another. the document 

is entitled to protection as work produce ex- 

copt. insofcr as the documenc reflects a busi- 

ness judgi.cnt. [ce may also bu enti.led to 

the protection of the attorney-clience privilege 

if ic was trensmitted through che line of 

corporate communication as either legal advice 

received or data prepared as a basis fer th 

rendition of legal advice, 

In view of the court's prior discussion and rulings this 

‘ 

conclusion is rejected. The second sentence of conclusion VI A 
is amply covered by the court's ruling on finding V. As to the 
first sentence, which deals with work product, the masters are 


directed to review cach decument to determine whether work 


product imminity shoul? be accorded. This must be rovealed 
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the document is presented for review. In other words there will 


. 


be no assumption that a document is work product merely because 


it went from one IBM emploeyce to another. 
Conclusion VI B states: 


A document which is not protected by the 
attorney-client privilege but which. is priv- 
ileged as work product may nevertheless be * a 
reached if the Government cen demonstrate to 
the Masters that it "has substantial need of 
the materials" and that it "is unable’ without 
undue hardship to obtain the substantial 
equivalent of the materials by other means." 
. Fr. ER, Civ. 2, 26(6)(3). The Government will 
be affordad Opportunity for such a hearing 
by the Masters in any decision holding par- 

‘ ticular documents to be privileged es work 
produce. ; 


This conclusion is adopted. 


Conclusion VII: (which the mesters' report 
mislabeled VIII). 

In making recommendations to the Court 
regarding the validity of claims of privilege 
asserted with respect to particular documents, 
a Master shall recommend thet a docunient be 
found "wholly privilesed" or "wholly non- 
privileged" er "privileged in parc" and as 
to any document in the lass category shall 
(a) indicate ay enclosing within red ink 
brackets warked upen the document those 

~ portions of the dacamene which he recortzends 
be found privileged and be excised from the 
document before disclosure of it, and (b) 
shall file 311 such "privileged in parc" 
documents under seal with the Clerk of the 
Court at che cime of filing of his report on 
such documents, 


This conclusion is adopted. * ve 
‘ 47. 


IV. ILM OBJECTION 
a Defendant objects to certain language in finding 21, 
| wee: ae 
conclusion III C and conclusion V. ~~ Since the court has 
rejected © «finding 21 and conclusions III C and ¥y Se is 
umnecessary to rule on defendant's specific objections. The 
masters, however, are free to take any relevant matter-- 
including the file source from which a document was with- 
held--into consideration in dition recommendations to the 
_ court on defendant's asserted claims of privilege. 
The masters are directed to review the assertions of 
privilege by defendant for the documents generated by the: 


CS&M task forces and OBP in conformance with this opinion. 


a , So ordered. : aie - | Wer ce ait ie 
~<a David N. Edelstein 
Chief. Judge 
Dated: New York, N. Y. ; 
June 27, 1974 
9 i, > . e 7] 
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FOOTNOTES 


1/ The affiancs were: George B. Turner, then a ‘ 
partner in the firm of Cravath, Swaine & Moore; Nicholas 
deB. Katzenbach, currently the Vice President end Ceneral 
Counsel of IEDM; Burke Marshall, formerly che Vice President 
and General Counsel of IBM and currently Deputy Dean and 
Professor of Law at the Yale Law School; Harold F. NcCuire, 
Jrv., formerly an associate with the firm of Cravath, Swaine 
& Moore and then an Assistant United States Attorney for 
the Southern District of New York; G. Oliver Koppe}l, 
formerly an associate of the firm of Cravath, Swaine & 
Moore and currently associated with the firm of Krause, 
Hirsch & Gross. ’ = 


2/ Transcript of the hearing before 
on October 24 and 26, 1973 at 2 (hereinafte 
tS. ys 


a Plaintiff called to testify under subpoena at 
the hearings four former employees of IBU, including Ocis S. 
Page, Jr., a former employee of IB who worked for a time in 


the Office of Busiuess Practices, was then employed by 
CO nom : 


sal 
~ 


> 
Flt allied 


" Memorex Corporation and is preseutly empicyed by che firm of 

a: Shugert Associstes; Carl Gamrach, a retired former employee 
of ITEM who also worked for a time in the Office of Business 
Practices; Richard H. Buller, a former senior Vice President 
of IBM whose e:sployment with IBii terminated on May 6, 1972; 


y 


and Stewart H. Greenfield, a former employee of IBM, pres- 
ently a partner in the Sprout Capital Greup and associated 
with Donaldson, Lufkin & Jenrette, Ine., who also worked for 

a time in the Office of Business . $. Plainciff£ also 
called tlilary A. Faw, Jr., the Assistance Treasurer of IGM 

since 1965 and the Director of the Office of Business Practices 
commencing in July, 1968. 


4/ In addition to-the testimony of the witnesses,: 
mentioned in note 3, supra, plaintif£ entered into evidence 
selected excerpes from tiie deposition testinony of five addi- 
tional emplovees including ll. GC. Figueroa, J. J. Feresea, 

D. Sturges, J. FP. Medermete and 0: A. Finicy. 


rica 


oe 
? a di 


= = Ge 


fe 


af These excerpts were 


om che depositions of Messrs. 
Figueroa, Sturges and McDermott. 


’ 


A 6/ United States v. United States Gypsim Co., 333 U.S. 
sony 299 (L947); ‘ 


* at ee nee oe 


Be SEI tte whe Ba Le? 


Anh Bew'htne “le 


7/ The Government in the zeal of advocacy implied that the 
Gypsum case commanded the trier of fact to reach the conclusion 


Aictated by the COnSanporancous documents: 


It is plaincift' $ position thac, in these 
circumstances the Special i i Aeon were required 
to resolve evidentiary conflicts between LBM 
contemporanccus documents on the one hand - 
the assertions of IDM Lawyers ‘and businessm 
on the other in fevor of che conc? lusion — 


Memorancum in Support of Motion co Set ‘Aside and Amend the. Fir 
Report of Special Masters After Evidenciary Hearings. of Octobd 
24 and 26, 1973 at 2 (emphasis added). The rule only states 
little weight is to be accorded to oral testimony which is 
contradicted by contemporaneous documents. 


8/ The cxhibits referred to are those admitted into 
‘evidence at the hearings before the special masters. Herein- 


after these exhibits will be referenced as follows: PX- eg 


=." PX-8 reads as follows: 


COPY . 


‘ MEMORANDUM y 


CONFIDENTIAL be i November 7, 1968 


To: Mr. R. H. Bullen 


you today on the matter of busincss 
ective immediately, Special Assistance 
nmenct you will be expected Co: 


Confirming our discussion with 
practices, you will become, e 
reporting to me. In this ass 


a! 


- 


fF 
Let 
“Oo 


Le Organize and ceordinate all facets of our current business 
practices work. Your plan to do so should address che 
various pieces of work currencly under way as well as ¢ 
additional work which you feel is necessary. You have t 
authority to cet assistance from the Management Coamictes, 
Corporate Staff, and line organization. 


7 oF 
‘) 


This plan should be Gemenicai and reviewed with the MKC 
as soon as possible . 


Keep the Corporate OFF 
status of ongoing work and any new developments. 


Arrange to involve the Corporate Off 
discussicns le 


ice continuously inforned as to the 


tely in 
otiacting 


ice appropr 


ta 
ading to strategic, policy, and neg 


decisions. 


it is our 
approxims 
time requi 
on the acti 
everall obj 
. £irm strate 
-incidents 


7 
a bo 
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ent that this assignment is a temporary one to last 

ly 120 days. The end date will be determined by the 

d to complete the necessary work to reach conclusions 
and policy items included in your work ‘slan. The 

tive of this phase should be to provide us with 

base from which we can soundly deal with specific 

‘the months ahead. 


eee 
te wet 


At the complet ion of this phase 


“ 
ad 
oa 


ef the work we will make a judg- 


ment as to equirements for future management of this area. 
TIV,Jr/g ©. J.. Wateon,. Je. 
ce: Mr. T. V. Learson : 

Mr. A. K. Watson 

Mr. A. L. Williams 

COPY : 

10/ The addressees of this memorandun were all senior I3M 
officers: T. J. Watson, ret was Chairman of the geuiy te We 
Learson ig President (and more recently Chaimnan of th 
Board), K. Watson was ites Chairman of the Board, A. L. 
aiVitous was Chairman of the Executive Committee. 
ais MRC stands for Management Review Committee, which was one of 
the highest management groups within [BM 
12/ Unbundling is the practice of charging computer customers 
separately fer the furnishing of various services (such as 
nigintenaned) and software. 
i3/ Other testimony suggested that the task foree which 
Bullen headed was established in Dacember, 1968 Sec, o.s. 
Turner Affidavit, © 13. Bullen's task force was probably 


organized ducing November and December 1968. 


. 


14/ Figueroa identified che original members as follows: 


Mr. Bullen, who was a Corporate Vice President; 
Mr. Faw, who was an Assistance Treasurer; Mr. Opel, 
Corporate Vice-President; Mr. Rizzo, who I think at 
that time was Corporate Controller; Mr. MeLaughlia, 
counsel; Mr. Katzenbach, Corporate Vice-President 
and counsel; Mr. Turner from Cravath, Swaine and 
Moore; Mr. Beitzel, Assistant General Manager act 
the Data Processing Group and Vice-President; Hr. 
Forese, DP Croup Director of Finance; Mr. Figueroa, 
DP Group Director of Management Systems, and al- 
though I don't chink he was there when we first 

got started, Mr. Armstrong, and I don't recall 

his position. ; 


Px-48, ¢ , 
15/ PX-51, which is an excerpt from the deposition of Forese, 
ae bey 


indicates that there were approximately 250 people on the Bullen 
Task Force during the early stages and approximately 5C0 people 
during the implement on phase. The implementation phase 
refers to the period r June 23, 1969, when IBM annouuced 
that it would unodundle. During che time pericd the levaer 
number of people on the task force effectuated the changes in 
business procedure re g 
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‘16/ These employees were: W. E. Burdick, D. A. Firley, 


~ T. Kearns, J. T. Lawson, J. P. McDermott, C. B. McLaughlin, 
H. W. Stigler, D. M. Sturges, C. P. Webb. 


o* 


-17/ "NPG HQ Harrison" apparently stands for Data Processing 
Group Headquarters. Harrison is a town in Westchester County, 


New York. 


. 


18/ ‘See note 1 supra and accompanying text. 
19/ Turner affidavit ¢ 9 and ¢ 12, which provide, in pertinent 
part as follows: 


19. At my snecific raduest, in November. and 
early December, 1967 a sitall task force of Toit 
businessmen was establisiied to review and analyze 
various facts and issues relating to the industry 
practice and [3u's methods of doing business and 
to furnish such information to me and other ouc- 
side counsel for the purpose of enabling us to 
properly acvise the corporation under the cir um- 
stances. The task force was headed by Howard G. 
Figueroa and came to be know as Csé41_ I or the 
Figueroa task force; . . , (emphasis a added). « 


$ 12. As a result of the conferences with th 
Department and the receipt of the drafc complaint, 
and azsin st mv soecific suceestion. S task fore 
was formed in Sepcemoer, 1968 to conduct Zurcher 
studies and analyses to enadle my firm and 
inetts counsel more fully to understend the 
current business practices and to prepare for 
what appea ed to be inevitable Litigation. 
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The second task force was headed by David T. Kearns 
and became known as CS&M II or the Kearn ns Cask 


tne mm 
aoe Noe te ee Se 


Marshall, Whomkatzenbach 


20/ Katzenbach's predecessor was Burke 
+ Counsel of IBM. 


Succeeded as Vice President and Genera 


21/ ec pp. 3-4 supra. ree : : 


ited States v. United States Gypsum Co., ase U.S. 364, 


23/  -In paragraph 17 of his affidavit, Turner explained why 
CS6&M IV was established, He averred: 


By the Spring of 1969, as a result of the 
pending licigacion and che substantial anmoune 
of work done up to that time, L identified a 
number of additional questions requiring further 
analysis and consideration by counsel. I dis- 
cussed those with Mr. Marshall and Mr. Katzenbach 
and we agreed thac certain senior icnaghade ng of the 
prior task foree, under the direecti on 
Katzenbach and Mr. NeLaushlin and wich the 
eign es at Ne, bh, pnp ore er ay Liwuse 
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Marshall and Katzenbach for the Purpose of pre- 
paring reports for use by counsel. Arc approxi- 


Mately the same cime, a numher of issucs relatin 


to maintenance were identified as requiring 
Scparate analysis by a group more qualified in 
the subjece than those workins in cséy bobs 
This combination led to what was Cemned CSéM 
Study IV, a fourth task force known variously 
as the maintenance or FE task force and the 
Service Practicas Group. Questions dealing 
peculiarly with the pending litigation were ' 
assigned elsewhere ang the task force deale 
primarily with maintenance related issues. 


aya 
Z/ Parasraphs 9 and 10 of the Katzenbech affidavit 
follows: . 


ec ee sae Mt ate wate + 


9. AS a result of discussions with Mr. 
Turner, Mr. Marshall and Others over ¢ period 
of time, a number Of questions and issucs 
common to the Department's action and the 
other litigation had been identified as 
Tequirtns substsucial analysis by counsel 
in preperation for IBM's defense, One such 
issue involved the Senesal subdject of main- 
tenance, a subject not cddressed in detail by 
the CS&1 IIT task force. To assist counsel in 
dealing with these questions and issues, a 
fourth task force was formed, sudsequencly 
knowm as CSé2{ IV. initially f contemplated 
that the work of the fourth task force would 
encompass not only maintenance but the other 
Subjects as well. That soon proved in- 
practical due to the Scope of the maintenance 


‘Questions and the Volume of worle they required, 


As a Tesult, the task féree focused upon 
maintenance related issues (becoming knox as 
the maintenance or FE task force) and the 
other subjects were referred elsewhere for 
analysis. 


State 


as 


10. IL assigned a senior IBM attorney, Mr. 
D. A. Evangelista, to direct the efforts of the 
fourth task force on a day-to-day basis with the 
assistarce of Mr. vieKinnay, another senior 
attorney from Inii's field engineering division. 
IT generally directed che work of the task force, 
with the assistance of Messrs. Bullen and Faw, 
through a Steering Conmittee. Mr. Turner also 
reviewed its work with me and provided addi- 
tional guidance. The information developed , 
and furnished to counsel by the task force 
enabled us to formulate and recommend certain 
changes in I3M's maintenance policies and 
ultimately resulted in revisions to IBM's forms 
of contracts. The work of the group was neces- 
Sary and was utilized boch in connection with 
the preparation for the defensa of ar Pca 
litigation and in the revision of IB} 
policies end contracts. ; 


26/ PX-73, wh teh is an excerpt from the Sturges deposition 
(p. 276, line i co/%s5, line 25), is reproduced ac Tab 7 of 
1BM' $s ine to its Nemorandum in Kespense to Plainti 


Motion to Set Aside and Amond the Pine} Racems of S24 
Masters After Evidentiary Hearing of October 24 and 2 
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are counsel for plaintiff; Messrs. Waygood an Taylor are counsel 
for defendant]. : 


Mr. WOGHIN: I would just like to bri: 
one item to the attention of the Court and Mr. 
Waygoed. In our een subinission to IDM 
we had included all che docwzenes and deposi- 
tion testimony from the various witnesses that 
we planied Co use. Whac we did not include 
at that time was the statement which was 
taken out of one of the previous depositions 
by Mr. Thomas Sarr, actorney for LBM. The 
reason that chac was not ineluded was thac 
it did not fall into the same catefory as 
the other documents thae we ineluded. I juse 
bring it to IhM's attention thac ic is 
offered to be marked as Exhibit No..47, the 
very first docunene in the second volume 
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MR. WAYCOOD: I would have Co objece 


to 
that, your Honor. LI have it before me now 
for the firse time, L have not read ic, Sut 
I think I can object anyhow. I don'ec think 
that statements of counsel in connection with 
a deposition bear on maCCers that we are con- 
Sidering here or are probative, with all due 
Tespect to Mr 


« Barr. 


MR. CARLSON: With all due respect to 
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ER: The deposition was under 
oath, was it not? 


MR. WAYGGCD: Yes, but it was not of Mr, 
Barr, 

MR. TAYLOR: This is Mr. wirr ucting as 
counsel for the defendant during deposition. 


MASTER HcLAUGHLIN: Are you suggesting 
that statements SY counsel made during a depo- 
sition do not bind his clienc? 


argument? 


Is that your 


MR. WAYCGOCD: 1 really had not reached 
in my own mind that potne. Perhaps L could 
finish reading this and then understand the 
purpose for which it is offered and then re- 
Spond to that, 
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Except as the concent of che document or 
the file source from which it was nroduced. as 
shown bv the Liscints, otherwise indicztes, 
there is no evidence that the reports emanating 
from the Office of Business Practices were 
circulated to people other than members of 
that office and IBM counsel. 


Conelusion III C.. 


« 
C. Documents generated by the four task 
forces and the Office of Business Pr=ctices are 
therefore privileged either as work product or 
as communications between attorney and client 
unless the content of the document establishes 
that the purpose of the document was other than 
litigation or the obtaining of legal advice or 
unless the content of the document or the file 
Source from which it come. as stated in the 
listings, establishes that the requisite con- 
fidentiality has not been maintained. 


Conclusion V 

In all cases where such a document went 
from an IBM employee to an attorney (or his 
agent), or vice versa, the -attorney-cLlient 
privilese will unless the document 
reflects alate a business judgment (rather 
than a purpose brain legal advice or aid 
in litigation) except in those cases where 
the content of document or che File source 
from which ebtained, as stated in the listinss 
establishes that che reyuisite con “identialicy 
has not been maintained. 
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United States of America Vv. 


International Business Machines Corp., i 
69 Civ. 200 (DNE) 


IBM's motion pursuant to Local General Rule 9(m) for an 
order directing reargument on Plaintiff's Motion to Set Aside 
and Amend the Final Report of Special Masters After Evidentiary 
Hearings of October 24 and 26, 1974, or, in the alternative, for 
an order pursuant to Fed.R.Civ. P. $2(b), amending the findings 
and conclusions of this court's opinion of June 27, 1974 is 


Local General Rule 9(m), in pertinent part, provides that 
a party should serve along with its notice of motion for « 
reargument "a memorandum setting forth concisely the matters or 
controlling decisions which counsel believes the court has 
overlooked." Counsel for defendant has not tendered any control- 
ling authority which this court has overlooked. With respect to 
this court's application of the attorney-client privilege oe ve 
utilization of the control group theory) and the work product 
doctrine (s- i.e., limiting the work product doctrine to 
materials prepared in anticipation or defense of the specific 
litigation in which the work product immunity is sought), it should 
be noted that the court is aware that conflicting authority exists 
on these points. Nevertheless, the court has thoroughly explored 
the divergent theories regarding these principles and has 
concluded that the views expressed in its opinion of June 27, 1974 
are correct. Accordingly, the instant motion is denied in all 
respects. | 


So ordered. ) 


— 


q ' 
A Cn MELO Soe 
David N. Edelstein 
Chief Judge 


Dated: New Tork. N.Y. 
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ENTERMATIONAL BUSINESS MACHINES . 

CORPORATION, p peeps IF 
i a UE ae ; A , xd 
Defendant. 2 ji iV in 


On April 16, 1973, this court @ntarad an order, desi;;- 
nated Special Master Order No. 1, appointing special mastexs 
pursuant to Fed. R. Civ. Pi 53 for the purpose of making vac- 
ommendations to tlic dour regarding the validity of claizs of 
privilege asserted by the parties, The hiscdry of the masters 
fendave 


. dai 


proceedings with respecte to doctmehts withheld by de 
international Business Machines Corporation (IBM) from predic 
tion to plaintiff on the basis of claims of attorney-clicnt 
privilege or attorney-work p roduct immunity pursuant to Fed. 
R. Civ. P. 26(b)(3) is detailed in this court's opinion of 
June 27, 1974 and need not be repeated here. As a vesult of 
the June 27 decision, the Mastets, on July 9, 1974, submitted 
@ Preliminary Report and invited ttieten gamients from the 


patties. Plainciff, by its letcot to the Masters of July 16, i 


indicated chat in had no Gonenents. Defendant, on July 16, 


submitted its "Comments with Respect to the Preliminary Report of 
Special Masters". On July 24 the Masters issued a revised "Final 
Report Re (a) Glossary and (b) Revision of IBM Claims (herein- 
pre referred to as Final Report). That Report is attached 
hereto as Appendix A. By motion dated August 5, 1974, IBM moved 
for an order amending and modifying the Final Report and on 


August 15 the Government filed a response in opposition the 


ion. It is that motion which is the subject of this inion. 
mot ee 


e 


In reviewing the Final Report, the court is guided by two 


— 
3 
. 


considerations. To the extent that the Final Report is the 


result of ‘findings and conclusions reached by the court in its 
June 27 opinion, the Report must be analyzed to assure its 


conformity to that opinion. To the extent that the Masters 


have formulated conclusions of law, the Report must be reviewed 


as to the correctness of the legal propositions asserted. 


The Masters' Report 


The Masters recommended that: 


cae 
of personnel, other than attorneys, 
the documents or a general directory from w 
such persons can be identified, and (b) a glossary 
of groups and abbreviations referred to in the 
documents and not otherwise identified, and that 


2. NM review the deeuments in lipht of the 
Court's opinion of June 27, 1974 and the categories 
of not privilesed documents set forth below. Dacu- 
ments which ecurvive such review will be resubmitced 
tu the Masters Cor vulinegs; documents which do net, 
are to be fuvatsiwd: to plaintifr without furcher 
arder at the Master Co whom the document his been 
assi¢ned except thar as to documeuts with vespect 


to its claim of privilege, IBM may present to the 
Master a list of such documents setting forth 

(a) the document number, (b) a statement indicating 
which catezory(ies) below the document falls with- 
in, and (c) a statement as to why the document is 
deemed privileged. The Master will then issue a 
final report, From which appeal may be taken. 


The reconmnended categories of nonprivileged do uments 
as to which attorney-client privilege is claimed, in brief, 


are-as follows: 


1. Where the subject of communication 
company policy 


2. Where the document is not intended 
primarily for the purpose of securing legal 
advice - 


£ the document i 
communication 


3. Where a reading 
question does not raveal 
confidential information 


° 
a 


4, Where a commun 
tended to remain confi i including a 
communication from or terney that is 
intended for transmission hird parties 
without legal approval. 


With respect to claims of work product immunity, 
Masters' guidelines, pursuant to the June 
not-privileged all documents which do not 
were prepared for use in this litigation. 
The court's opinion of June 27, 1974 directed 
Masters to use the so-called control group determining 
the validity of IRM'’s claims of attorney-client privi 


United States v. Tntern onal Business Machines Corn., at 46, 


69 Civ. 206 (S.D.N.Y., June 27, 1974). 


. 


a ¥ 


Subsequently, the Government submitted a list of jenscns whom it 
believes are within the IBM control Stroup. The procedure estab- 
lished by the Masters for applying the control group theory is 
as follows: 


As to each document resubmitted by IBM in « 
which all of the originator(s), addressee(s) 
and copyee(s) are not within the IBM control 
group list submitted by the Governmene, IBM 
Shall submit one or more affidavits of appro- 
priate IBM official(s) Setting forth the 
factual basis for-IDM's claims that the 
persons not within the Government's list are 
within the control erous. 


IBM first objects to the procedure recommended by the 
Masters for the disposition of those documents which fall into. 


the categories of non-privileged material. 1 


rovision in question implies the absence of a ' 
P t 


for documents not subject to an appeal to this 


(Defendant's Memorandum in Support. of Its Appeal From 
Objections to the Final Report of Special Matters 

and (b) Revision of IBM Claims, herei 

Defendant's Memorandum, p. 5). The court Secs no such ambiguity 
in the procedure recommended by the Masters. All documents as 


to which IBM has claimed privilege have previously been iden- 


tified and listed. The Masters' Report, if adopted by the courte 
I ’ I x 


contains a clear direction tha Cain of those documents, 


- saad aw 
OF arotined.1s Send babs wease 


i.c., those which do not survive review in light of the Nesters’ 
Report, be furnished to plaintiff without further order. Any 


further order is unnecessary because the Report in itself con- 


stitutes a final order as to those documents. It is only as 


to those documents with respecc to which IBM wishes to apreal 
rer 
é 


to the courc further Masters' procecdings and 
further orders nec ry. Accordingly, defendant's 
objection is overruled. 

Defendant's second objection to the Mesters' procedure 
involves this ccurt's holding, in its June 27 cpinion, that work 
product immunity will attach only to materials prepared for use 
in this Litigation. 


Under the Court's June 27 Opinion an 
proposed procedure, work product ma 
generated exclusively in connectio 
another meee, — as Rarox we 
have to be 
of Justice wi ada review “aig tl 
In view of the Court's and the 
prior interpretations of the Put 
Taking Qf Evidence Act, chee. 
then be obtained freely by 
notwithstanding prior orders 
. preliminarily protece ing such 
Sisciesure 4.) Gs 


Defendant's Memorandum, 5. 
IBM therefore secks to protect the confidential: - any such 
duced to the Government in thi ici j In the 


should be noted uch m l would beeers 


having receives! 
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Philadelphia v. Westinehouse Electric Corp., 210 F 
TOUS E SLOCETIC Corp 


from IBil documents as to which work product status has been 


claimed in another case, sought to use that material act trial 
or in the course of a deposition. In ei 


ample notice and ynportunity at that time to seck protective 


relief. Similarly should the other party in the litigation 


for which the material was allegedly prepared seek to discover 


the documents from the Covernment, IBM can seck protective re- 
lief from the court in chat case. Thus, defendant's request 


here is premature and there is no reason for the court to alter 


the Masters’ recommended procedure 
IBM objects to what it sees as the Masters’ implicit 


adoption of tiie control group list submitted by the plainrifé. 


The Masters’ recommended procedure, however, in no way con-* 


fines itself to plaintiff's list. The Masters have provided a 
mechanism whereby IBM may demonstrate the factual basis for in- 
cluding additional persons in the control 


approach apparently contemplated by Judge Kirkpatrick in City of 


E - Supp. 483 
(E.D. Pa. 1962) and this courte sees no reason for believing 
that the Masters’ procedure will not result in a correct appli- 
cation of the control group theory. Therefore, defendant's 
objection to the iHusters' proposed procedure with respect 


“o the application of the control group theory is overruled. 


IBM's next objection is to the Masters’ first category 
of non-privileged material, i.c,, communications the subject 
of which is company policy. IBM argues that the phrase 
"company policy’ is ambiguous and should be revised to read 


» 


"business policy. IBM asserts tt should be made clear 


. 


that a lawyer's legal advice about the business of his 


(as opposed to business advice at 


59 ” ! 


eged, Defendant 
sith IBM's position that the attorney-client privilege 
mot to business advice; nor doe 
agree with "$s argument that th 
determining 
client privile Ll, as opposed to business 
is sought and given. 
he distinction between business advice 
that is included in 
e.g., sales manual nini ive forms, industry news 
letters, make it clear is. o business 
advice as defendant suggests but 


‘Al 


knowm as "company policy”, ic, 


apither an incorrece statement of law nor an ambiguity on thi 


0 int. 


ghe R 


eport with respect to this category. 
: S 4 


IBM's next objection is *o che Masters 


@xclude from the cat egory of privileged material documents 
‘ 


which are not 
legal 
fidential information. 


portions of the 


advice or which do not reveal a communication of 


2. Where a document is not intended p 
marily for the purpose of securing legal advice. 
Zenith Radio Corp. v. Radio Corp of America 


121 F. Supp. 792, 794 (DM. Del. 1954). Zen alse, 
U.S. v. U.S. Shoe Caca,, 89 F. Supp. 357, 360; 


Colton v. U.S., 306 F.2d 633, 638 (2d Cir., 

1962); NIRB v. Harvey, 349 F. 2d 900, 905-906 
(4th Cir. 1965). This category includes all 
documents ,requesting simultancous review of a 


given problem or practice by non-legal as well 
as legal personnel, cf., U.S. v. Aluminum Co. 
of America, 193 F. Sune. 22k, 432 (N08. 

c 


not intended primarily for the purpo 


@ 
reiving legal advice will not be deemed confi- 
fential or privileged even as to thac specifi 
ally legal partion of the response cinc 
privilere only applies to a lawyer's cowmuni- 
cation which would have the effecr of reveal- 
ing a confidential coununteation Erom the 
clienrc. U.S. v._ Silvermin, 430 F.2d 106, 

122 (2nd Cir. i470). 


1960). A lawyer's response to any requ 
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3. Where a reading of the inbeaneer in 
question does not veveal a cosmunicact of 
conCidential information. Mea ae i 
Machioery Corp... supra at S60 (privi Leve 
does nol ence pane Poperes ar Conmeawls 
Youn infomation comin. Crom persous ouce- 


side the corporat fou or from public documents, 
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guidclines which 


fal 


} 2 
j ¢ 
g 
| 


Tr 


The firsce issue posed by this obje 
be privileged, a communication ( to a client must 


reveal a confidential communication from 


lawyer. The oft-quoted essential element 


client privilege wore enunciated by 


States v. United Shoe 
(D. Mass. 1950). 


(1) the asserted holder 
er sought to become 


(2) the person to who 
made (a) is a mon 
court; or his subordi 
connection with this comnunicat ion 
acting as a latwyer;. (3) the communic 
tion relates to a fact of which ch 
attorney was int 
(b) wit chout 
(c) for the purpose of secu 
either (i) an opinion on 
services or (iii) assis 
proceedings, and noc (d) 
committing a crime or 
privilege has been (a) claimed 
waived by the clicnt. [emphasis 
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(“Since communications by the attorney to the client might reveal 
the substance of a client's communication they are also within 
the privilege"). In light of the clear guidance from the Second 
Circuit on this matter and because the approach recommended by 


the Masters coincides with the purpose of the attorney-client 


privilege, this court is constrained to reject defendant's 


formulation of the attorney-client privilege as it applies to 


communications from lawyers to their clients. This court will 
abide by the view that such communications are privileged only 
to the extent that they reveal confidential information communi- 
cated by the client to the lawyer. Accordingly, the proper 
focus of the Masters' inquiry must be whether or not the docu- 
ilege is claimed 

such a communication. 

IBM also ohjects to the Masters' recommendation that 
no peumection be afforded a document not intended primarily 
for the purpose of sdcuring legal sdvtes. One of the essential 
elements of the attorney-client privilege is that the attorney 
be acting as attorney, that the communication be made for the 
purpose of securing Icgal services. It has been recognized, 
and this court does not dispute, that in the process of givin 


legal advice, an attorney may incorporate what Judge Wyzanski 


called "relevant nontegal cansiderations" without losing the 
privilenre of nondisclosure. See United States v. United Shae 


Machinery Core... 89 FF. Supp. 357. (0D. Mas: tlawever, 


this does not mean that the privilese attaches co *idental 
legal advice givén by an attorney acting outs /d the scape of 
his role as attorney, ‘Acting as a lawyer' encompass: ‘1e 


whole orbit of legal functions. When he acts as an advisor, 
the attorney must give predominantly legal advice to retain 


his client's privilege of non-disclosure, not solely, or even 


largely, business advice." Zenith Radio Corp. v. Radio Corp. 
A LS 


of America, 121 F. Supp. 792, 794 (D. Del. 1954). Thus, while 


a document in appropriate circumstances may be privileged only 
in part, the Masters are correct in reconmending that in the 
case where a. lawyer responds to a request not made primarily 
for the purpose of securing legal advice, no privilege attacttes 
to any part of the document. 

In the category of documents not intended primarily for 
the purpose of sccuring legal advice, the Masters have in- 
cluded documents requesting simultaneous review of a given 
problem by non-legal as well as legal personnel. IBM argues 
that "In a situation where several persons, including a lawyer, 
are asked for advice upon a particular coucse of conitict:, the 
comaunication, as far as the Iawyer_is concerned, is one seek- 
ing legal advice, and thus his respense would be privileged. . 
Defendant's Memorancam, (7. Tn support of its position, 

IBM velies an United States vo Aluminum Compa of America, 
192 F. Supp. 297 Gi. Y. 460), a ease in whieh the court 
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wt 


suggested that the attorney-client privilege attached to 


the original of a document sent to corporate counsel but 


did not protect a copy of that document sent to the president 
of the corporation in response to his request for information. 
¢ 
To assert, as IBM does, that what is essentially a single 


document can be considered ' 


‘orimarily legal" as to one copy 
though admittedly not as. to another is to distort the proper 
focus of ¢ quiry. The question of whether a document was 


prepared primarily to seck legal’ advice must be resolved by 


examining the circumstances under which the document was 


prepared. If the document was prepared for purposes of 
simultaneous review by legal and non-legal personnel, it 
cannot be said that the primary purpose of the document is 

to secure legal advice. Therefore, one of the critical 
elements of the attorney-client privilege is absent at the 
outset.. The asfect which deprives the document of protection 


is inherent in the circumstances of 


its creation and clearly 
is not remedied by the later disposition of any copy of the 
document. The Masters are correct in asserting that no pro- 
tection attaches to a document prepared for simultancous 


review by Legal non-legal personnel. Defendant's ob- 


jection is overruled. 


Conclusion 


Having reviewed the Final Report and the defendant's 
objections thereto, the court has concluded that the legal 


propositions asserted by the Masters are correct. Therefore, 


Het ch os 


the recommendations contained in the Final Report of Special 


ee Meet 


Masters Re (a) Glossary and (b) Revision of IBM Claims 


Bon) Ves 


(July 24, 1974) are accepted. Defendant is directed to 
comply with the procedures set £ n the Fi 
for reviewing the documents as to which it has claimed 


privilege and submitting them to plaintif£ or the Hasters 


We sth he acacla nde ited a oct 


@s appropriate. 


So ordered:' 
Pas 


| : , 
David N. Edelstein t 
Chief Judge 


Dated: New York, N. 
October 5, 
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EDELSTEIN 


quoted language 
322 (2d Cie. 1970): 
party, the Second Cire , on rehearin 


cut found that th 


evidence. Thus the deletion has no substantive effect on this 


ivlieged only 


ge 10, which begins with "The Second Circui 
elaborated on this problem in United States v. Silverman 
and extends through the end of the Silverzen quotation’ on page 
ll is deleted. In its place the following language is inserted: 
"The Second Cir 
States v. Silver 
(2d Cir. 1970), 


Case the court compelled discovery 


attorney's report which contained 


minutes which were 2 matter of public 


portion of the attorney's report 
a confidential communication.' 

This court's opinion of October 
Set forth above. So ordered. 
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UNITED STATES OF AMERICA, 
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~against- 69 Civ 200 (DNE) 


‘INTERNATIONAL BUSINESS MACHINES PRETRIAL ORDER - 


CORPORATION, NO, 23 


Defendant. 


Subject to the further order of this court, IT IS 


HEREBY ORDERED THAT 
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E : 


~ 
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the pretrial record in this case shall be deemed to bey}: 


* 


the pretrial order for all intents and purposes to the he 


wet 
sng} 


ais Se 


extent, FIRST, that such record recites both the action taken. 


ms 


ac the pretrial conferences or pursuant to matters there 


-as* 


r 
.* ase 


considered, including any admissions or agreements py. or * 


between the parties, and the amendments allowed to the pleads 

+, Fae 
ings, and, SECOND, to the extent that such record linits the ch 
issues for trial to those not disposed of by admissions or F a a fy 


agreements by or between che parties. 


Dated: New York, New York 
May 22, 1975 
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UNITED STATES DISTRICT couRT 
SOUTHERN DISTRICT OF NEW YORK 


UNITED STATES oF AMERICA, 
~against- 


INTERNATIONAL BUSINESS MACHINES 
CORPORATION, 


Defendant. 


February 23, 1972 
Room 518 
2225 p.m. 


Before: 
HON. DAVID N, EDELSTEIN, 


Chief Judge. 


Appearances: 


RAYMOND M. CARLSON, ESQ. 
Attorney, Anti-Trust Division 
Department of Justice, . 
Washington, D. Cc. 


JOSEPH H, WIDMAR, ESQ., 
Attorney, Anti-Trust Division 
Department of Justice 
-and- 
GRANT G, MOY, JR., ESQ, , 
Attorney, Anti-Trust Division 
Department of Justice 


SOUTHERN DIS icf COURT REP SRTERS 
UNITED STATES Court H4ous : 
FOLEY SQUARE, N.Y, N.Y. 10007 TELEPHONE: CORTLAND 74589 
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Appearances (Continued): 


ii MESSRS. CRAVATH, SWAINE & MOCRE 
Attorneys for Defendant tM 
ra By: BRUCZ BROMLEY, 5SQ 


GEORGS B. TURNER, ESQ. 
THOMAS D. BARR, ESQ. and 

F. A. O. SCHWARZ, JR., ESQ., 
of Counsel 


THE COURT: I have called this conference 


ES | TE eee a A 


in the hope that we could talk or prepare for an agenda. 

I seem to recall that at our last and very 
first conference the government indicated some eagerness 
and a desire to move with dispatch, and I thought chat 
this would be a good opportunity to explore what the 
government proposes to do and what steps are contemplated 
in the very near future. 


MR. CARLSON: Shall I go ahead, your Honor? 


Justice, Anti-Trust Division. 
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My name is Carlson, with the Department of 
| 


mkz 3 
May it please the Court, does the Court wish 


me to give a short synopsis cf where I think we stand and 


| 

where I think we can go from here? 

THE COURT: Please do. I think that might be 
useful. | o | 

MR. CARLSON: You will recall that we advised | 
the Court that the case was approximately three years old | 
in point of time since the filing. 

Our discovery’ to date has consisted of a major | 
Rule 34 motion, in the context of which compliance, at 
least in part, was undertaker, and again in part accon- 
plished by reason of a similer production under a motion 
made by Control Data Corporation in the private case 
pending in Minneapolis. 
In essence, what happened was that Control 
Data reviewed some 15 or 20 million records that were made j 
available to it under the court order and made evailable 


to us as their selection from that, and we had sent a 


team to IBM and the team had decided it was not feasible, 


at that time to accept the sc-called fall-out frem the 


| 
| 
or at least it was better conservaticn of government money | 
| 
Control Data Corporation's examinaticn of those records. | 

| 

} 


I think it is fair to say that the production 


for -Control Data covered several montis and spanned a 


_—<——- 
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period, I think 1962 to about 1970, Shrough about 1970 -- 


Baybe into 1971, I am not quite Sure of that, but it in- 


“ 


volved a great many documents, some half a million of 
which have been delivered into government hands in selec- 


tive form and in microfilm form, and they are in the 


governzsnt's possession with the exception of quite a 
number of documents that would have been under microfilm 


but have been blocked out from the microfilm on the claims 


| of privilege by I5M; and therein lies one of the areas of 


controversy that I will mention a little later, so far as 
the parties ere concerned. 

Again on that same subject of production, it 
ig my understanding that just this past week there has 
been a hearing on some 40,0CO documents oe thereabouts, 
withheld from that preducticn -- again on the ground of 
privilege, from C.D, -- Control Data, which, of course, 
are not available to us yet, where the grounds of privi- 
lege were asserted in the Minneapolis court. 

So, in effect, I would deseribe our producticn 
under that motion as essentially completed, as we view it, 
except for the resolution of several very major questions 
of privilege, and the fact that we are taking the fall-out 
from the Control Data discovery as it was filed several 
years ago. 
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The government alse filed a4 series -- a first 


set of interrogatories calling primarily for matters of 


leads and positions cf persons at various levels in I5M 


and other basic information needed in the digestion of the 
GocumenSs and the preparation of.the documents for further 
examination and understanding of the weight, of the 
evidentiary weight of the documents, that is, who had 
authored them and where they fall within the IBM plexus. 

That, as I understand it, as our records 
would indicate, that set of interrogatories has been 
essentially complied with. 

Defendant directed interrogatories to us, 
again early in the game here, I think some 18 months ago. 
Those interrogatories were in part answered and in part -- 
in one major respect came before Judge Bryan on our 
motion to quash a part of the interrogatories which calied 
for an inventory of various kinds of cemputer devices in 
the government. 

Judge Bryant permitted the interrogatories to 
go ahead, and the answers te those interrogatories have 
been in the process of preparation since the time of the 
judge's order on that subject, and I believe there are 
55 or so major government agencies, and of those 55, 51 


er 52 have responded, and the others, which are the 
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Post Office Department and the State Department, and the 
big one, which is the Department of Defense, which is a 
tremendcus user of data processing equipment, are still 
in progress, and our estimate from the various parts of 
the Defense Department, as communicatied to counsel for the 
defendant, is that that inventory will be completed in 
about Augus: of this year -- August of 1972, 

There is also the Rule 34 motion which counsel 
perheps may take issue with me, but which was directed to 
us for the production of all perts, wherever located, 
which I would characterize as calling for virtually every 
document in the government so far as data processing 
suppliers, equipment, whatever -- anything relating to 
data processing. 

I think it is fair to say, at least, from my 
reading of what is encompassed within: the Rule 34 motion, 
and the Rule 34 moticn is perhaps about 18 months old. 

Thereafter, the governmer:t filed a respcnse, 
as the rules call for, which was in effect an attempt to 
take the first bite, as I understand the response, on this 
motion, 

After many months of negotiating and in‘ter- 
viewing and attempting to find a way to accomplish a 


compliance with that Rule 34 motion -- and I think about 
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the time Mr. Widmar and I cems into the case, in September, | 
1971 -- it was resolved, at least from the Government's 
standpoint, that the response which had been filed and 


the modus operandi that had been hopefully adopted to 


accomplish compliance with that motion was inoperable, it 


was our view, and I must say that counsel for the other 
side disagrees with us. 

It was our view thas the motion could not be 
complied with on the basis of the response, and that seme 
attempt should be made by the parties to have a closed 
end motion at the time, the governmen: agencies involved, 
and the subject matter, so that we should have some idea 
when, if ever, on this motion lihe question of discovery 
might be resolved; and that matiter I think is sharply at 
issue between us now. 

As I read counsel fwo:: IBM's last letter, 
they view the status of that motion as one with which we 
either comply or take to your Honor in the form of a motion ! 
of some kind or other. 

The government has taken no steps, because we 
came to that point after your Honor called today's ccn- 
ference. 

We thought it advisable and preferred to 


bring to your Honor the report on where we stand before 
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we precipitated anything, either additional meetings or 
whatever might be the best way to undertake it to come 
to grips with that dispute. 

We thought it would be better to get your 
Honor's ideas on scheduling and what techniques would 
best be suited among us to resolving this very difficult 
problem, if the case is going to be tried in the fore- 
seeacie future, 

Just going back for a moment, the one mejor 
problem of our preparation for trial -- and I would say 
it was in the government's affidavit that was submitted 
in connection with our renewed motion for a Rule 2 
judge -- the government's status of preparation is such 
that 1t has reduced its initial documentary case to 


perhaps a 25,000 document area of materials from which 


it is reading, selecting and preparing, separating by 


company and person, looking to a deposition program which 
has never been on the drawing board as yet between us, as 
I understand it; and that part of the reading and selec- 
tion is on the way but is still several months away from 
completion as to the 25,000 documents which in effect were 
boiled down from the half a million or so that came out 

of the Control Data selecticn of documents and our accep- 


tance of some 173 microfilms of documents from that 
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selection, 

Missing from that group of documents, and of 
course affecting our preparation considerably,are the 
some 40,000 privileged documents -- perhaps more, because 
of the blacked-out documents which we have not yet had 
access to; and I mention that at this point because that 
48 @ problem which we all -- all counsel would have to 
solve between ourselves and bring to your Honor at some 
appropriate time, depending on what your wishes are at the 
moment. 

So that, as I look forward, and as we on the 
governzent's side look forward from this point of time, 
and just sort of thinking out loud, as we have been talking 
abuut 1%, we think that there is need for an immediate 
resolution between counsel, and perhaps with the Court's 
assistance on the Rule 34 motion made oy the defendant for 
documents from government files. 

There are some serious privilege questions 
involved in the production of documents to the government 
ghrough control Data, 

There are &lso some continuing problems in 
that regard in that I am advised that Since Control Data 
is under Judge Neville's order, with counsel's concurrence 
in that Court, Control Data is expecting some million 
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Gocuments a month, starting last November and going 
through next November, a 

There are some 12 million additional docu- 
ments; there will again be a fall-out which I understand 
Mr. Barr stipulated on the record one day last week that 
the government should have access to that fall-out. 

We had asked Control Data for access to those 


documetits, rather than our going ahead on it, but, as I 


understand it, there will ‘be come 60-day lag on privilege 


questions #hich arose in the context of that inspection 


of that additicnal 12 million documents, so that there wiil 


be continuing over the next eight or ten or twelve months 


production of documents both to Control Data in the 


Minneapolis suit and to the government as a fall-out 


' thereof from the agreement and from our request of Control 


Data for thair selection of documents and for the lag 
documents that may be caught up in any privilege claims 
that IBM may advance. 


So looking forward, we see, even without any 


additional requests by the government for documents of any 


kind, or without any interrogatories or any other kind 
of discovery on the part of the government, we see a 


period of perhaps cight to ten months during which 


documents will be preduced and we on the government staff 
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will be reviewing substantial amounts of docurents -- 
many, many thousands of documents which ere at least 
uenet by Control Data to be pertinent, in their view, 
to this action, e 

We would hope, and we have been looking forward 
in terms, that is, we, the government, have been looking 
forward in our preparaticn in terns of proposing to your 
Honor @ beginning deposition schedule for perhaps mid- 
summer of this summer for what we would regard as the 
first step in the government's depesition schedule, which 
will be to obtain the documents and records of the various 


corporations which we claim -- we, on the part of the 


government claim are part cf the marzet for general 


| 
| 
| 
| 
| 
| 
| 


purpose digital computers that we will claim to your Honer 
is the market here -- that is not auite the exact 

a 
wording -- that we will present to your Henor a descripticn: 
of the general market, 

There are six or seven firms in that market 
that have not been the subject of subpoera or visitaticn, 
with the exception of RCA Corporation which responded by 
letter as if we had subpcensed it to our request for 
documents at the time that it went out of business. 

We were fearful that because it was going 


out of business that its documents and records would 
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Gisappear, and we asked then tO produce the docwents 


in response to a letter, and they agreed to do so, 


80 we have been one Step in that six or 


seven-step discovery progran. 


We would hope to acvomolish Ost or all of 


~~ 


the remainder of that disecvery program during the period | 


that we are Teading and digesting the documents that we 


how have, and those which we are reseiving during the 


coming summer, locking to a start, 2t least from the 


vernment's stand Oint, of a substantive discovery program 
gO ie Y prog 


in the deposi 


tion area this Fall, and we expect to have 


most of the IBM documents that we have coming in to us 


from Control Data and sost that we now have in our posses~ 


sion read, disested and put into the kindof order that we 


can use them in the area ef substantive interrogation of 


IBM and third-party vitnesses w 


hich we would expect either 


to present at the trial or which we would expect co pre- 


Bent in deposition exerpted form as a part of our trial 


presentation, 


We reall; have not been able to look forward 


| 
far enough to give your Honor an idea of a trial date 


at this time because there are so many things to be 


accomplished, and there remains the subject of the shadow 


of the dispute on run's motion between us; so I think we 
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| &@lso sought tc propose to your Honor in the substance of 
the case several thoughts that we hid as to the govern- 
ment's ideas as to hew discovery might be contairod 
somewhat here, one being cur definition, from the govern- 
ment's standpoint, at least tentatively, of the market it 
intended to try; and our request cf the Court that ISM 


come forward with ite definition and its position as to 


that market, or the areas of explcration that 1t would 


10 | require in order to take issue with that market, if it 
" intends to take issue with that market, that we propose 
" | and explore a cut-off cate -- at least, if not a firm 
ws Ch ff date, a cut-cff date going bark beyond which 
a i” : specific subject matters only would be explored and per- 
- hape with good cause. 
~ I think that will take some negotiating with | 
* counsel, pcchaps, and iaybe some help of your Honor in ! 
ai drecting the focus of the subject matter prior to th | 


cut-off date. 


We were thinring oure‘.y in terms of 1961, 


| 
2! | 
January 1961, or somethiry; in that area of time, | 

2 
Then we had stime areas already proposed as ! 

23 | ' 

a between us where 4 stipulatim might be possible. But I | 
24 { 
must eay to your Honor -=- andi perhaps this is my fault, | 

3 
a | for not proceeding on that course -=- shat we have under- 
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taken no stipulaticn conferences with counsel, substantive 


stipulation cenferences with counsel on matters cf fact 


“—s * 


Qs of this date -~ at least not that have been productive 
of any results, 

So I wonder if that gives your Honor an idea 
of where I think the government is and what the govern- 
ment's feeling about the lawsuit is as of this moment. 

MR. BARR: Your Honor, perhaps I can go 
through pretty much in the seme order that Mr. Carlson 
has and comment on the varicus remarks that he has made -- 
hopefully, that will be the most useful way for the Court 
to hear it, 

Starting first, then, with the government's 


Rule 34 document demand, I think the essence of that is 


“that we have been producing docwrnents for the Department 


through Control Data Corporation or jirectly to the 
Depe..tment for about two years, and ve have to dite or 
will by September of this year, have produced about 35 
to 40 million pieces of paper which CDC or the Department, 
or CDC acting for the Department has gone throug and 
selected those documents which they 'vish to have copied, 
And when Mr. Carlson spenks of the "fall-out," 
he means documents that Control Data has selected for 


copying and copies have been furnished either by 
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MR. BARR: May I call the narticular 
rule to your Honor's attention? 
THE ‘COURT: You mav. 
MR. BARR: Your Honor, I have in mind 


particularly rule 602 of the Federal Rules which deals 


with lack of personal knowledge. I submit to the 


Court that these documents are on quite’a differert 
footina than the documents produced by IBM. This 
witness does not have personal knowledce of the documents. 
I would also call to your Honor's attention the hearsay 
rule, and also Rule 893(6) which is the statement of 
what is now the business records rule, as I understand 
it, and I would submit, vour Honor, that the examination 
has not in any way saciesies that exception. 

THE COURT: Well, Mr. Barr, you have “zaken 
a step without mv authority, without mv ruling. tT have 
not indicated my decision about whether your consent, 
together with Mr. Carlson's about adopting the new 
rules is agreeable to me. That's the first point that 
I would like to cali to your attention, and which vou 
seem to have iqnored very cavalierly. ° ’ 

MR. BARR: Your Honor, it can hardlv he 
cavalier. I must know now, because the rule -- 

THE COURT : Excuse me, just a moment. 
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the second is even if I adopt the rules I am not at all 

certain that they apply to this witness, and I am not at 

all certain that the new rules should he adopted here, F 
and that the rules should he changed in midstream. 

hadoine in mind that Mr. McNonald has practically 

testified under his entire direct examination under the 

old rules. ; 
Now, that oresents still another pvrohlem. 
MR. BARR: It does, your Honor. 

THE COURT: Now, to answer vour question, 
which vou did not attempt to find out about yesterday, 


I will apoly the new rules. But T am not at all certain 


that I will apply the new rules to this witness' 


‘testimony either as to his previous direct or to cross- 


examination, hecause it would annear to me that to do sa 8 
would mean that we would have to assume the direct 
testimony of this witness de novo. 
Now, cive that some thought and we will dis- 
cuss this later. Your arquments have heen made, your 
objections have heen noted, and my ruling still stands the 


’ 


same. Your objection is overruled. 


MR. BARR: Well -- 
THE COURT: Now there is no further reason 


| 
for colloquy, Mr. Barr. You have made your record. 


MUSPEENR SA: Reerneor CRHOT GErEIe TERE ff ete iit 


Se ee 


| 
} 
. mer McDonald-direct 3766 
9 . ; 
te MR. BARR: Your Honor, I am not trvind’ to 
| 
3 | engage in colloauy. 
4 THE COURT: You have made your ‘record, now 
a8 let! 
| et's proceed. 
6 | ' MR. BARR: I am not sure I have, your Honor, 
' | and may I reflect upon that and ask your Honor, for the 
3 | 
remainder of this witness, am I to assume that there 
9 
| is no decision one way or the other with respect to -- 
10 | 
| THE COURT: Well, yes, if you press for 
an answer without anv need for a conference, mv decision is 
i2 | ae 
| that this witness’ tstimony should proceed under the 
13 4 ; 
old rule where +€° started. 
14 | 
| MR. BARR: Very well, vour Honor. 
| ‘ 
! 
- j THE COORT: Because it would seem to me that 
1 
eT q 
6 } the government, or for that matter anyhody else involved 
17 | Wiig ! 
: | here, trould be obtaining a very sincular advantace, if there 
is | Ug 
B | are air advantades and distinctions, hetween the old 
| 
a i rules and the new rules, because I have already pointed 
e : ‘ 
| out that the major portion of this witness' direct 
ay 
24 : : ee ; : 
| testimony and document identification came in under the 
2 
old rites. ‘ " , 
3 
} Now, I don't know whether that worked acainst 
“| 
} Pi 
| the government or for the government, nor am I interested 
3 | , ? ; \ | 
| in that particular point. I am interested, however, to | 
if 
| | 
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the extent that the old rules have heen arplied sub- 
stantially to this witness' testirony, that they shall 
continue until his testimony is concluded. 


MR. BARR: Well, your Honor, the messace, 


the letter that I sent to the Court with respect to 


the new rules I de iieua cook the position, and I think I 
still take that position, that the new rules do not work 
change. If there is some change heing worked that I 
did not perceive, then I think we have . caifferent 
problem and perhaps we ought to reflect some more on 
they, Your Honor. 

THE. COURT < Mr. Barr, I have made mv 
ruling. If I am in error, that error is incorporated in 
the record. 

MR. BARR: Your Honor, it's mv sole interest 
at this point in trvina to insure that there is no error. 

THE COURT: And it's my sole interest that 


no error occur and I don't think I am in error. 


MR. BARR: That is my interest too, your 
Honor. 

THE COURT: Well, then our interests are 
mutual. 

MR. BARR: Yes, sir, I hope thev are. 

THE COURT: Well, I hone so too. 
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able to reach a stipulation, at least as to those portions. 
THE COURT: He is offering you a stipulation right 
now to stipulate everything in the Telex record without 

the stipulations that are incorporated in the record. 


MR. BARR: I added with only those portions 


of the stipulations-that he will accept. 


- 
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“you find no stipulations that you can accept, nevertheless 


JG 1 480 

THE COURT: A counter offer is -- 

MR. CARLSON: That is acceptable and accepted, 
and I will specify what portions of the stipulations we 
will accept. 

MR. BARR: Fine. 


THE COURT: Then do I also understand that, if 


you will stipulate to the record with the exception of 
stipulations incorporated in the record? 


MR. CARLSON: You did understand me correctly, 
\ 


your Honor. I do understand that to be the case. 


MR. BARR: And you understand me also correctly, 


and the only statement I make with respect to that is eat 

I am prepared to trust Mr. Carlson's good faith to go through 

those stipulations and admit the ones he does truly admit. | 
THE COURT: Then, in any event, I can expect 


at the very least the stipulation of the Telex record, of 


everything contained i. that record with the possible excep- 
tion of all the stipulations entered on the record being 
excluded or some being included. is that. correct? 

MR. CARLSON: My colleague reminds me that, when 
we are talking about the record, we are also talking perhaps 
about the findings of fact. 


THE COURT: Excluding that, of course. 
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- | MR. CARLSON: Yes. The answer is that, exclud- 
3 | ing that, that.is correct. 
| 
4 THE COURT: I'm sure I don't have to remind 
5 | you, because I've told you repeatedly, that your Stipulations 
6 | will be considered by me as your agreements but will not be 
7 | binding upon me at all. 
8 | And therefore you also know, as I've explained | ” 
9 | to you in the past, why I have ordered very few so ordered, 
10 very few of your stipulations. 
| MR. CARLSON: Yes. I should indicate to your 
12 | Honor on the record that I do not now have a conclusion 
13 | nevertheless as to how own eee time this will save. I 
4 | shall address myself to that problem immediately. : | 
15 THE COURT: You go ahead, and don't worry about | 
16 the saving of trial time. See if you can get a stipulation. | 
7 Then, at some later time, you can tell me-exactly how much | 
18 | trial time this has saved. | 
19 | MR. CARLSON: We thought we would end the day 
20 on a happy note, your Honor. The jlossary has been a 
21 | submitted to your Honor. I don't have the supmission date. 
= Yes, I do. The letter enclosing the glossary to the Court | 
a ~ was dated July 17, 1975 and it indicates that the document 
a | that was forwarded as the glossary is in fact the subject of 
. 2s 


an agreement of the parties and will be moved into the record 


’ 


| 
| 
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1 | jgh 3 Binger-direct 
: of decument? 
3 | A I don't know that it has been distributed. . 
ae 4 Q When was the first time that you saw this dceune ti? 
5 A I saw this a week ago last ionday, I think, er | 
6 possibly last Monday. It was being -- the circumstances? } 
. Q Yes. | 
8 P ‘ Die ea. 
A It was being used by the group head of the 
9 ; ; ARN) 
| Industrial Preducts Group to explain to one of our asseciates 
4 10 | , persis | 
| in Europe something about the organization end the product 
nt | lines of Industrial. 
9 
Co ye { Q And prior to that time had ven seen it at 3117 
13 | ; 
| A I don't think I had seen it beforo that. 
| 
l4 ‘ 
Q Have you reac the document through éntirely? 
5 | , 
| A Not in complete detail. 
16 ‘ 
| MR. BOIES: Your Honor, I would object to the 
17 
| admissibility of this document on the grounds that no 
is | : ? 
wf foundation has been laid. 
| : 
19 : ‘ ‘ 
| THE CCURT: Well, perhaps this is as a cod a time 
| g 
1 | . ak | 
| aS any to make an announcement in this case. 
a 
we | I think wa've gct to move pest the time where ; 
27 | 
| we engage in long and extended discussion and dialegue and ; 
3 


argument about acmissidility and move to a loag standing 


and well dcecumentaead prepesit.cn centained in texchooks like 


in Moere, like in Miller, and Like in many Of the case law 
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Accordingly, the Court will admit provisionally 
all evidence offered which is objected to, reserving all 
questions of admissibility until all the evidence is in, 
at which time the parties must specify what portions of 


the evidence are considered admissible and the reasons 


therefor. 


You may proceed. Received, 
(Plaintiff's Exhibit 316 for identification 


received evidence.) 


MR. BARR: Would ycur Henor hear me for one brief 


general question? 
THE CCURT: No, not at the m 
MR. BARR: Your Honor, 


whether we should note the objection f 


wheather we should -- 
THE CCURT: You may note it new. 
MR. BARR: Thank you. 


THE CQGORT: Your objection is acted. 


MR. BARR: I don't mean to your Honer's ruling. 


I mean to the dccuments and the 
THE CCUORT: ZX understand, 


MM. SARK: Thank you. 


gmqiruere® CP RE NE EP ee eee FFG NTS 


ne ent ete aeeanaReniet apnenan 
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(Question read) 
A 

A I would not consider the mere announcement of 
the replacement by this company, of whom I know nothing 
about, necessarily to be in competition with HIS for that 
particular product. 

Q Is such an announcement something that would be ., 
considered or taken into account by Honeywell's perscnnel 
responsible for pricing Heneywell products? 

A I don't know. 

MR. BOIES:” May the witness be handed Defendant's 
Exhibit 233 for identification, please. 

‘Your Honor, Defendant's Exhibit 233 for identi- 
fication is a document which was produced to us from the 
files of Honeywell's Pricing Department by Honeywell yester- 
day. 

A copy has been furnished, I believe, to counsel 
for Honeywell and I believe the original is available either 
in the courtroom or at our offices in case there is any 
doubt that this in fact is a copy of a document produced 
from Honeywell's pricing files by Honeywell to us yesterday. 

On that representation, I would offer Defendant's 
Exhibit 233 for identification as Defendant's Exhibit 233 
in evidence, subject to any comparision that counsel for 
Honeywell or counsel for the Anti-Trust Division wishes to 
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make as to whether or not this was actually produced from 

the files of Honeywell's Pricing Department. 
MR. MOY: No objection, your Honor, subject to 

the « vernment's reservation of a later motion to strike. 
THE COURT: There will be no motions as such 

to strike any testimony. 
I think this is a good time to clear up any 

misconceptions about my earlier announcement which is a 


ruling. I have indicated that testimony of a certain 


nature is being received provisionally, and at a time to 

be specified and designated by the Court, each side will 

have an opportunity to indicate its views and what objec- 
tions they may have to evidence that has been introduced 

and received, and will have an opportunity to make what- 

ever legal objections it deems appropriate, and that's 


that. 


Now, perhaps we ought to discuss a regular 


period for such memoranda and for such statements to be 


made,but let me emphasize, I will not consider motions to 
strike as such, not until I give the instruction that that 
2 | may be done. : 

Is that clezr? 


nm ma | * MR. MOY: I understand very clearly,your Honor. 


3 | THE COURT: And I shall be prepared at the end 


me:mg 8 Spangle~cross $321 
of the day to sit down and chat with you about establish- 
ing some course of treatment for any views that you may 
have about evidence which has been received. 

Keep in mind again, much of this evidence is 
Being received provisionally. 

MR. BARR: Your Honor, on that basis oe 

THE COURT: Now, Mr. Barr. 

MR. BARR: I would like to -- 

THE COURT: No, just a moment. 

We have got to have an orderly procedure. At 
the moment I have Mr. Boies at the lectern. He is the one 
that is conducting this portion of the trial. 

Now I. can't have you or Mr. Carlson, who has not, 
jump up and divert my attention. If you have anything to 
Say, save it for a later time during the course of the day, 
or please communicate what you would like to have brought 
to my attention to Mr. Boles. 

MR. BARR: Your Honor, I will be glad to do.that. 
T thought I would be saving your Honor some work and I 
will simply defer it until later in the day. 

THE COURT: It may be saving my time, but it is 
diverting my attention. 

MR. BARR: As you wish, your Honor. We will 


proceed and I will wait until a later time. 


(Defendant's Exhibit 233 received in evidence) 
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THE COURT: I should not say “still,” because 


$ | I was not really sure it was tenable at that time. I hope 
| 
4 | it is now 
§ MR. BARR: Your Honor, we also offer to the 
6 | Court Joine Exhibit No. 2, which we discussed in chambers 
7 | this morning, or in the robing room. I think I need not 
8 | Gescribe it any further than it was described there and 
| 
oi embellished on substantially by both sides. It does relate 
| 
10 to the Telex record and it is, I think, the hope of | 
11 counsel on both sides that it will lead to the elimination | 
12 | of some of the witnesses and some of the documents that | 
13 otherwise would be called in this case and will prove 
M4 | fruitful in saving the tine of both sides. | 
15 | MR. CARLSON: Your Honor, the Government will | 
16 | have no objection and joins in the offer. I might add, 
17 | however, that in view of the colloquy of counsel and the 
18 | Court this morning it may become approoriate to modify or 
19 add to this stipulation in some way that will render it 
20 | more meaningful in terms of use of that record. If that | 
i] 
21 || works out between the parties, we will notify your Honor. 
22 | MR. BARR: Yes. I think, as I said, your 
23 | Honor, I look upon this as a step and not as anything being 
2A | a final solution. | 
25 Mr. Carlson has actually made the offer, and 
} 
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in offering Joint Exhibit 2. 
THE COURT: Very well. 
(Joint Exhibits 1 and 


evidence.) 


MR. BARR: Your Honor, I have nothing further, 


and I understand Mr. Bloch will now be called and Mr. Dodyk 


will handle Mr. Sloch for the defendant. 
’ 
MR. CARLSON: Your Honor, Mr. Bloch is in the 
courtroom and ready to take the stand. wonder if it 
would contribute to efficiency if we just several 


moments recess for counsel to set up ' ir materials for 


the examination of Mr. Bloch. 


(Recess) 


RICRAROSO M. BLOC EF, called as a witness 
in behalf of the Government, being 
sworn, testified as follows: 

DIRECT EXAMINATION 


HY MR. GOLDBERG: 


Q Mr. Bloch, what is your address? 


A 201 Fuller Street, West Jewton, Massachusetts. 
Q What is your present occupation? 
A I am a private consultant. I am also affiliated 


with an investment, acquisition, merger and venture capital 
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UNITED STATES OF AMERICA 
v. mee : 69 Civ. 200 
( DNE) 


INTERNATIONAL BUSINESS MACHINES 
CORPORATION 


May 25, 1976 
10:36.4.0. + 


Mew York, New York 


(Trial resumed) 
(In the robing room) 


MR. BARR: Your Honor, I asked for this 


session, and I asked for it after talking with Mr. Carlson 
some this morning, and I mentioned the subject to your 
Honor's law clerk. 

Suffice it to say, however, that I recognize 
at the outset that neither your Honor nor Mr. Carlson 


have had any opportunityto think about this, and I am not 


asking anybody to decide anvthing at the moment. I am 


simply informing. 


already informed Mr. Carlson of, is that subject to 
completing our legal research, we intend t3 file very 
vromptly a setition for mandamus with respect to the 
Court's May l4th Order. and we will seek review on both 


the Court's ruling on the attorney-client privilece an 


SOUTHERN MISTRICT COURT AEPORTERS. U.S. COURTHOH ING 


hp : a ag cede tes ne aur anni 
. 
1 me ja 2 19310 
a ; the Court's ruling on the work product protection. : 
ym 3 I wanted first of all, your Honor, simply to tell 
om 4 you that and tell Mr. Carlson that. 
5 Secondly, I wanted to make sure -- I am not 
6 in any sense seeking an opportunity to reargque, and I am 
T°? certainly not going to try to do anything substantive at 
8 this point. but I just wanted to be sure that from your 
9 point of view in your mind we had adequately presented our 
10 | whole position here. 
11 The privilege matter, the work product matter 
12 has come at you over a period of time in what may well be 
+) 13 thought of as a fairly disconnected and disjointed 
14 manner. I think that everything has been presented. 
15 | But there is also a great benefit in presenting 
16 | it in a cohesive and coordinated and elaborate fashion. 
Py 17 | We are, of course, trying to do that in the vaners that we 
18 | are drafting for the Court of Appeals. 
19 | I would be glad, if your Honor felt for any 
20 purpose that it would be desirable, to present those 
ai papers in a form to your toner and give vour Honor a chance 
a 2 | to dokeidae them and give Mr. Carlson a chance to respond | 
ig 2 here if you thought that was in any sense desirable, | 
A | simoly because of the fact that, as I say. it has come 
| 
& 25 | up in bits and pieces and a number of orders. There | 
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have been decisions of other courts in this circuit 
since your Honor made some of the rulings. 

Some of those decisions are decisions which 
take the same position as your Honor takes. Some go the 


-* 


other way. 

All I am saying, Judge, is that if there is 
any -~- and I am perhaps being a little oversensitive from 
the last time -- I just don't want to leave any feeling 
that I have not, from your point of view, adequately 
presented the matter to you in a way that gives you a 
full opportunity to consider it a#Mfropriately. 

The third problem is the question of a stay 
pending decision by the Court of Appeals. 

It is our intention to file the papers in the 
Court of Appeals just as quickly as we can complete their 
preparation. We are working on them now. < can't be 
precise as to what the date is, but the date will be 
this Friday or Monday -- Monday is Memorial Day -~ or 
Tuesday -- certainly not later than Wednesday of next 
week, and the Court of Appeals has and wiil move 
expeditiously to grant it or deny it, and that will be 
that, and the stay that I will be seeking is a stay 
until the Court of Appeals has acted on the petition for 


mandamus. 
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Now, there are two other things in connection 
with that. One is the question of whether some way could 
be found to put before the Court, the Court of Appeals, the 
totality of the problem with respect to the privilege and 
work product documents. 

The situation that now exists is that your Honor 
has entered an order which we must either camply with or 
seek review and obtain a stay. 

Therefore, it is beyond my power acting uni- 
laterally to broaden that in any way, put anything more 
before the Court of Appeals than is fairly presented by the 
instant order compelling me to produce documents. 

There might be a way, if Mr. Carlson thought it 
appropriate, in which we could -- or if your Honor thought 
it appropriate -- in which we could broaden what is put 
before the Court of Appeals and accomplish in that manner 
the assurance which would please me and I am sure would 
please Mr. Carlson. I am sure your Honor is indifferent 
to it, but the result would be that we would have just 
one -- for sure -- just one attempt to seek mandamus from 
the Court of Appeals. That would be over with one way 
or the other. That has some attraction to me, although it 
is not within my power to accomplish it at the moment. 


The other possibility related to that is that 
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2 Mr. Carlson might, when he has had some opportunity to study 

3 | the matter, acree that it was appropriate that a stay 

4 | be entered pending resolution of a petition for mandamus 

5 | by the Court of Appeals under certain terms and con itions, 

6 | and we might -- and I am speaking, and I want to make clear, 

7 without Mr. Carlson having had any opportunity to consider 

8 the matter or convey any impression to me one way or the 

9 other. But we might be able to present it to the 
10 Court for its consideration in deciding whether to grant 
ll a stay because even if the two of us agreed, obviously, 
12 there is an order and we cannot agree to stay the enforce-~ 
13 ment of that order. That would ultimately have to be | 
14 | done by the Court. | 
15 Your Honor, my suggestion, having said all of 
16 | this, is twofold: 
7 | One, that by tomorrow evening I inform the 
18 | Court either that Mr. Carlson and I can present something 

H to the Court in the way of a stipulation for your con- 
2 | sideration, ¢c. that we cannot, in which case I would ask 
21 you in any event to grant a stay of your order of May 14th 
22 for a period long enough to place before the Court of 
2B | Appeals and have the Court of Appeals pass upon 4 petition 
” | for mandamus with respect to that order. 
| 
25 | If anything about what I have said is not 
| 
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4 disabled this morning. My man about privilege is Mr. 


cn 


Serota, who is out sick today. I had hoped to have 
6 | him with me this morning but was unable to. 

I have the feeling that Wehout having talked 
this over with the people who are more knowledgeable in 
this area than I am that the matter that Mr. Barr suggests, 
10 that is, the stay of one appeal now, to join another or 
ll several others, or however many IBM eventually decides to 
take, is not a solution to the problem we face, but I have 
not had a chance to review, in light of this development, 
the Circuit Court's what I regard as rather new law on the 
subject of mandamus during the progress of a case. 

So Tf don't even have a view as to whether this kind of 
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2 | clear, I'd be glad to go back over it. 
a MR. CARLSON: Your Honor, I am somewhat 


appeal would be within the ambit of the Court’s opinion. 


It certainly was far outside my thoughts of any appealability 


4 4 


‘ 
| 
as I knew the law prior to my entry on this case. 
So I really don't have any feeling about what 
| 


the Government's position will be on a stay other than I 


do not see’ any saving to anybody by a stay now, that is 
assuming that in the event one will be sought in the 


Circuit Court and will be sought in this court 


4 - 
y  - 8 of 


I don't see any advantage 2ith@r to the Government, 
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to the Court ir agreed stay, but I have not consulted 
on the subject, and I think that it is going to take me 
certainly the rest of the day to do what really I need 
to do. to talk to my colleagues about where this is going 
to come out and how we could best use our resources, 
remembering, as’ I have indicated to your Honor all along, 
that our purpose is to get these documents into the stream 
of the Government's case when they are supposed to go in, 
that is, when they would be most understandable to the Court 
and if something puts that off for three months or six 
months because of something I do, there is no question 
in my mind I wouid ope :2@ that. 

THE COURT: I assume you want an opportunity 


a 
to consult with Mr. Serota before you give me @4 definite 


MR. CARLSON: 
anyway, your Honor. 

THE COURT: 

tomorrow--didn't 

MR. BARR: 4 

MR. CARLSON: is any thought that 
Mr. Barr and I can on it, I will contact him and you, 
your Honor, i is no thought I vill try to get 


word I id M by the end of today. 
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THE COURT: 1 will refrain from and withhold any 
comment until I hear from you definitively either today or 


| 

| % 

1 | me ja 8 19316 
tomorrow. 


your Honor. 


(Continued on next page) 


MR. BARR: I have nothing else to add to thac, 
al 
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AFTERNOON SESSION 


2:15 9... 
resumed. 


THE COURT: Before you continue. with your 


redirect, I should like to make some reference to the 


robing room confer e 


be 
hd 
9 
i) 
rw 


Of requesting the reporters 


conisaurence this morning so 


take a look at it, and it 
there is no useful point, no useful 


purpose, in addressing myself to this later 


“ 


tomorrow. 


I think in all candor I should indicate my 
position now so that defendants will have all the lead 
time that they possibly can have. 

I rest on the opinion of May 14th. I think 
and believe it is accurate. I would not grant a stay 
were request for that relief made to me. 


- 


am ready 


MR. WOGHIN Your Honor, Mr. Carlson indicates 
to me that he would like the opportunity to address the 
Court at this point 

MR. CARLSON For just a moment, your Honor, 
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because I had promised to get back to the Court and 

Mr. Barr on the question of a stay, what the Government's 
position would be, and the Government would oppose a stay, 
and I thought the record should so reflect. 

THE COURT: Well, I wasn't attempting to anti- 
cipate your position; I was merely indicating the Court's 
position. 

MR. CARLSON: The reason I put that on the | 
record now is, your Honor, I had the information at noon. 
tI did not expect to get it until late this afternoon. 

THE COURT: Very well. 

MR, BARR: Your Honor, I appreciate the Court's | 
position and Mr. Carlson's, and I thank both of you for 
promptly responding. 

We will go ahead and file our papers as I 
indicated to you this morning and seek a stay from the 
Court of Appeals as rapidly as we can. 

THE COURT: Very well. 

MR. WOGHIN: May I proceed, your Honor. 

THE COURT: You may. 
REDIRECT EXAMINATION (Continued) 

BY MR. WOGHIN: 
Q Mr. Welke, prior to the luncheon recess you 


were testifying with respect to a marketing of applications 


} 
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Copies of the opinions of Judge Newman ir 
= ° f | 16 7 f 4 
Xerox rp... Lv . L238 nn ¢ 
- - 
1976 and March 22, 197¢ were not avaiiabdi 


Reproduced below are the portions of SCM 
in Docket N 6-3017 whict ntain these 
la 
Pre-Trial Ruling No. 17. 

UNITED STATES DISTRICT COURT 
DISTRICT OF CONNECTICUT 
Crvit. No. 15,807 
* 
SCM Conponariox 
Nene { Apron é 
+ 
"laintiff SCAM has ed pursuant to Rule 37, Fei. BR 
Civ. P., for an order compelling ito numerous in 
terrogatories, deposition question locument request 


defendant Xerox claims the attorney-client privilew eit 
] 


assertion of privilege arises in several diferent context 


Xeror-Tauk Organisation Negotiation 


The first context conevrnusa nevotiations between Neros 


and its joint venturer, The Rank Orvanieation [Mank), u 
1968-69. SCM secks to require Nerox oersannel to dineln 

what they discussed during Uiose negotiations \t that 
time Xerox and Rank each had a 7A)’ titeront in the joint 
venture, and were negotiating Nerox's aequimition of Voting 
and managerial control, The partios appear to aseunie that 
the substanee of the statements by Nero perenne were 
sulliciently related to the obtaining of legal advice to he pre 
tected by the attorney-client privilege, The lente is whethee 


the privilege was lost because of the diseussions hell wiih 


Rank personnel in which that information was reve ied 
This requires consideration of whether Rank and Nerox had 


1LOns. 
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sufficiently common interests in the subject of ‘> otherwise 
privileged information to warrant maintaining the privilege, 
or whether the disclosure to Rank defeated the requirement 
of confidentiality. 

It is apparent from the affidavit of C. Peter MeColough, 
then Chief Executive Officer and President of Xerox, that 
the statements claimed to be privileged consist of antitrust 
analysis by Xerox’s attorneys. The key question becomes 
how Rank was interested in those considerations.’ Xcrox 
has not established that the discussions with Rank revolved 
around the possibility of shared exposure to antitrust lia- 
bility. Instead, it appears that Rank was only indirectly 
concerned with Xerox’s antitrust posture in that Nerox 
was a joint venturer. As McColough testified, the meet- 
ings and statements discussed ‘legal considerations alfect- 
ing Xerox as they related or as they might relate to the 
matters being negotiated.’ McColough Deposition, ‘Ir. 
2251-52 (May 1, 1975). Rank’s interst in the negotiations 
does not appear to be that of a potential co-defendant in 
a possible antitrust action. Rather, it was negotiating the 
price for relinquishing voting and managerial control in 
Rank-Xerox to its formerly equal partner. On that issue 
the parties were not commonly interested, hut adverse, 
negotiating at arm’s length a business transaction between 
theinselves. 

The differing business interests of Xerox and Rank are 
apparent from the course of the 1968-69 negotiations. The 
communications in question took place during protracted 
negotiations between joint venturers, but were not directed 
at advancing the joint interest vis-a-vis the rest of the 
world. Instead the partics were negotiating a business 
proposition between themsclves. ‘hat the overall profit- 


‘Note, Waiver of Atturney-Client Privilege on Inter-Attorney 
Exchange of Information, 63 Yale L.J. 1030, 1035 (1954). 
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ability of the joint enterprise was a general consideration 
in which both parties’ interests converged does not lessen 
the significance of their divergent interests. Their inter- 
ests regarding antitrust considerations were not sufliciently 
common to justify extending the protection of the attorney- 
client privilege to their discussions. MeColough is, there- 
fore, instructed to answer the four questions asked of him 
and now in dispute. McColough Deposition, Tr. 2240, 
2252-54 (May 1, 1975). 

The cases relied upon by Xerox are distinguishable. T 
Continental Oil Co. v. United States, 330 F.2d 347 (9th 
Cir. 1964), the exchange of information about grand jury 
questioning oceurred amony potential co-defendants. In 
Hunydee v. United States, 355 F.2d 183 (th Cir, 1965), 
the pre-indictment conference was held to apprise cach 
defendant of the other’s situation and intende:l plea, The 
court treated the exchange as intended to facilitate repre- 
sentation in the coming proceedings and apparently con- 
sidered the matters of common interest to predominate 
over the adversity between the interests of the parties, The 
impending indictinent of both parties as participants in the 
saine illegal transaction presented a situation that justified 
applying the privilege to conversations with their at torneys 
at a conference between them, as if they were co-defend- 
ants. The interests of Xerox and Rank do not approach 
that level of common defense. 

In Stanley Works v. Maeger Pollvries, luc. VF. a0. 
551 (NLD. bain 1964), and Bialington liudustrivs Y. "res 
Corp., 65 F.R.D. 26 (D. Mal. 174), courts Considered the 
parties’ interests in joint licensing prosrams sulliciently in 
cuinmon to justify protecting communications between the 
interested parties in preparation for trials in which their 
common business interests were involved. 


Each of the protected communications in cases eited hy 
Xerox was an instance in which the parties were involved 
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in or anticipating litigation. The privilege need not be 
i limited to legal consultations between corporations in litiga- 
| tion situations, however. Corporations should be en- 
couraged to seck legal advice in planning their affairs to 


i! avoid litigation as well as in pursuing it. The timing and 
setiing of the communications are important indicators of 
i the measure of common interest; the shared interest neces- 
i sary to justify extending the privilege to encompass inter- | 
| corporate communications appears most clearly in cases | 

of co-defendants and impending litigations hut is not neces- 

sarily limited to those situations? 


Xeroz-Battelle sintitrust Discussions 


| 
| Xerox asserted the attorney-client privilege when Sol | 
! M. Linowitz, former Xerox counsel and former member of 
| its Board of Directors, was asked about a discussion he had 
with Battelle executives on the subject of antitrust. Nerox 
| and Battelle may be considered to have shared sufliciently 
| common interests in the exploitation of certain xerography 
| patents so that the attorney-client privilege would ap- 
propriately apply and protect their joint discussions on 
| topics of common interest. Cf. Iu re Yarn Processing 
I Patent Litigation, 177 US.P.Q. 514 (SD. Bla. 1973); 
i Burtinglon ludustries vo Brzon Corp. supra; Stanley 
Works v. Maeger Potteries, luc, supra, Vat their in- 
dividual postures relevant to the antitrust discussions in 
point are undefined. fa order for the Court ta make an 
i informed determination, Linewitz is orreocted to submit to 
the Court for its tv camera ins, tion. . affidavit setting 
i forth his best reeollectio> onvervations he had with 
Ht John Gray and John Cre sattelle executives, in which 
| 
! 


?See Note, The .itlorney-Client Privilege in Multiple Party 
Silnations, 8 Colum, J.L. & Soc. Prob. 179, 189 (1972). 


f 
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antitrust matters were discussed during the period prior 
to the 1956 Xerox-Battelle agreement. See Linowitz 
Deposition, Tr. 421 (Oct. 10, 1975). This recounting of 
what each man said should assist the Court in determining 
whether the interests of their respective companies were 
sufficiently in common with regard to the particular issues 
discussed to justify application of the privilege. 

The deposition question asked of Linowitz on July 2, 
1974, at page 193 concerning the Rochester meeting should 
be answered. The disenssion between Joseph Wilson and 
Linowitz of Xerox and Crout of Battelle recounted dis- 
cussions that had taken place before the first Nerox-Battolle 
agreement. There has heen no showing of common interest, 
or of legal consultation at that discussion. While the ques- 
tion was not renewed in all its parts at the time of the 
deposition, SCM has pressed it on this motion. Since the 
claim of privilege is denied, the question should he 
answered. Linowitz Deposition, Tr. 193 (July 2, 1974). 


The Patent Committee 


A related area of dispute is the applicability of the privi- 
lege to the committce of Xerox and Battelle representa- 
tives that considered the xerography. patent. stracture. 
While all work of the committee is not necessarily privi- 
leged, the requisite common interest to satisfy Ue confi- 
dentiality aspect of the privilege appears to have been 
present on the subject of the development of xerographie 
technology and related patent rights. Chester Carlson, 
Battelle, and Xerox shared a business interest in the suc- 
cessful exploitation of certain patents. Whether the legal 
advice was focused on pending litigation or on developing 
& patent program that would afford maximuin protection, 
the privilege should not be denied when the common inter- 
est is clear. Cf. 8 Wigmore § 2204 (MeNaughton rey. L961). 


In this setting of joint analysis and cooperative study, the 


6a 
Pre-Trial Ruling No. 17. 


three parties’ common interests in patent protection pre- 
dominated, Cf. In re Yarn Processing Patent Litigation, 
supra; Burlington Industries v. Exzon Corp., supra; Stan- 
ley Works v. Ilaeger Potteries, Inc., supra. The Court has 
exumined the excised portions of the Battelle memoran- 
dum requested during the deposition of Dr. John HL. 
Dessauer on October 23, 1974, at page 380, and found them 
to concern litigation and patent matters. They remain pro- 
tected. The letter from Linowitz to Frank Stcinhilper, 
both Nerox attorneys, does not lose its privileged charae- 
ter because it requested preparation of a presentation to 
be shared with Battelle, nor beeause of the reference to 
the opinion of Carlson. PX 336A. The question asked of 
Dr. Dessauer on October 30, 1974, at page 19, calling for 
an evaluation of hasic patent protection asks for legal 
advice and need not be answered. 


Patent Information 


Xerox resists SCM’s document request, Dessaner Depo- 
sition, Tr. 48 (Nov. 1, 1974), by asserting the attorney- 
client privilege but has failed to establish that the docu- 
ments represent or reveal confidenital communications 
from client to attorney, On the contrary, the documents 
are memoranda prepared by attorneys in the Nerox patent 


>See Inquiry into Heasons for Decisions and State of Mind, 
infra. 

The following question asked what Dr. Dessauer considered to 
be the ‘‘technicul advantaye.’’ Wessauer Deposition, Tr. 19 1. 
9-20 (Uct. 30, 1974). That question appears to be dirceted at 
business considerations, ¢y., an evaluation of products with those 
of competitors. Jr. Dessaucr did discuss that question later in 
his deposition testimony. Jd. at 32-34. Dr. Dessauer should have 
also answered the curlier question now in dispute and is directed 
to do so. 


Ta 
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department. Ralabate Affidavit 3. They contain much 
public information (patent numbers, holders, dates of ap- 
plication and issuance), brief descriptions of the patents, 
and what Xerox characterizes as legal opinions regarding 
patent applicability. The public information is not pro- 
tected. See United States v. Silverman, 430 F.2d 106, 121- 
22 (2d Cir. 1970); United States v. United Shoe Machinery 
Corp., 89 I’. Supp. 357, 359 (D. Mass. 1950). The technical 
information is probably discoverable as facts within the 
knowledge of Xerox. Sce City of Philadelphia v. We stings 
house Elec. Corp., 205 F. Supp. $30, 831 (J2.D. Pa. 1962). 
Legal departments are not ecitadels in which public, lusi- 
ness or teclinies formation may be placed to defeat dis- 
eovery and the ensure confidentiality. See Natta v. 
Zletz, 418 F.2d 633, 637-38 (7th Cir. 1969), Whatever legal 
judgments are contained in the documents would merit 
protection, if at all, as work product, not by application of 
the attorney-client privilege. Jlickman v. Taylor, 329 U.S. 
495, 508 (1947). 

Xerox’s alternative claim to work product protection 
fails for another reason. Only PS 22040 and PS 91380 
are specifically claimed to have been prepared in antieipa- 
tion of litigation, Xerox Memorandum p. 165, and exam- 


‘This discussion is particularly concerned with PS 91120 PS 
91378, PS 1741, PS 21189, PS 90299, PS 91459, and PS 91465. 


Other documents submitted for in camera inspection involve 
requests from third parties fur lists of patents promised by lesen 
on certain Nerox machines and Nerox internal communivations in 
Preparing its responses, VS 296, PS 1uls87, PS 101 ‘00, PS 
101391, PS 101392, PS 101393. The internal documents were 
circulated between Xerox patent attorneys and the oilice of its 
general counsel, Leal opinions regarding patent coverage con- 
tained in these documents were ultimately revealed to the third 
parties and confidentiality thereby relinquished. The other con- 
tent of the documents merely reveals the mechanics of responding 


1s 


to the intercorporate inquiry and does not merit the protection 
of the privilege. 
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ination of the other documents does not reveal any basis 
from which to infer that they were sufficiently connected 
to litigation to merit protection. While some authority 
exists fur broadly construing how far litigation may be 
anticipated, sce Sylgab Steel & Wire Corp. v. Imoco-Gate- 
way Corp., 62 F.R.D, 454 (N.D, Il, 1974) ; American Opti- 
cal Corp. v. Medtronic, Inc., 56 ¥.R.D. 426 (D. Mass. 1972) ; 
Stic Products, Inc. v. United Merchants Manufacturing, 
Inc., 47 F.RLD. 384 (S.D.N.Y. 1969), no decision has 
stretched the concept to the extent requested here. A spe- 
eifie claim must have arisen to make the prospect of liti- 
gution identifiable in order for the work product rule to 
apply. See Sylgab Stect & Wire Corp. v. [inoco-Galeway 
Corp., supra; Abel Investuent Co. v. United States, 53 
PUD. 485 (D. Neh. 1971); Teehnograph, lic. v. Texas 
Instruments, Inc., 43 F.1D, 416 (S.D.N.Y, 1967). 

Xerox has failed to establish the strict applicability of 
either the attorney-client privilege or the work product 
doctrine, Nevertheless, this Court retains some hesitancy 
about forcing counsel to hand over documents concerning 
its patents to a party opponent. C/. Hickman «Waiylor, 
32 U.S. 495, 510 (1947). On this motion, the balance 
hetween discovery policies and hesitancy to unlock an 
adversary attorney’s file will be struck in favor of :lis- 
elosure. Tlere the requested doeuments reveal lists of 


patents and their commercial uses according to Xerox’s 
patent department. Were this simply a patent ease such 
discovery might not be allowed heeause, in listing patents, 


the lawyer’s implicit judgments as to coverage night be 
significant. But in the context of this antitrust action the 
detail of the material to be disclosed may be probative 
without any reard to a lawyer’s judgment as to the cover- 
ave of any particular patent. What will be important will 
be whether SCM can establish that Xerox retained a large 
nuinber of unused patents. No claim to protection having 
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been sustained, the documents submitted in response to 
this discovery motion and so far discussed should be pro- 
duced to SCM. 

PS 22049 and PS 91380 are claimed to have been pre- 
pared in connection with a 1970 patent infringement suit. 
Once having been work product, these documents do not 
automatically lose that protection in subsequent litigation. 
Duplan Corp. v. Moulinage et Retorderie de Charvanvz, 487 
F.2d 480 (4th Cir. 1973); see Republic Gear Co. v. Rorg- 
Warner Corp., 381 F.2d $51, 557 (2d Cir. 1967); ef, Mud- 
land Investment Co. v. Van Alstyne, Noel & C'o., 50 PRD. 
134 (S.D.N.Y. 1973). It is not clear whether the series 
of patent infringement suits filed by Nerox against IDM 
has been concluded or whether the underlying dispute has 
been settled. So, while this antitrust action was uot the 
litigation ‘“‘viewed’’ by Xerox attorneys preparing these 
papers, the legal opinions and facts contained therein may 
remain protected as work product. Compare Lepublic 
Gear Co. v. Borg-Warner Corp., supra, with Duplan Corp. 
v. Moulinage et Relorderie de Chavanoz, 509 W241 730 (4th 
Cir. 1974), cert. dented, 420 U.S. 997 (19TH). Further. 
more, SCM has not demonstrated substantial need for 
these specific materials, nor any undue hardship in being 
able to obtain ni er equivalent information. Fed. 
R. Civ, P. aa(h) (3 

The interrogatories present somewhat different ques- 
tions. Tuteccones ry 62 asks for (a) identifieation of each 
patent used in Nerox duplicators and (hb) identification of 
each presently pending patent application. Tt is uneon- 
tested that from the 1950’s until approximately January, 
1972, when a change in policy was implemented, Nerox had 
affixed data plates to its inachines either listing the patents 
used or representing that a list of patents used in that 
machine would be supplied upon request. That policy and 
the reinforcing testimony of Linowitz establish that such 


change in its policy of disclosure was implemented, nor as to 
luplicators that never carried a legend promising dis- 
closure. Xerox’s respouses to third-party requests for 
patent information hefore the change in policy did not 
inelude the listing of patents pending, and there is no in- 
dication that Xerox ever intended to make publie its opin- 
ions concerning which pending patents were employed in 
its products. That information need not be disclosed now. 


10a 
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| patent information was not intended to be kept confiden- 
\ tial during that time period, and it is not now protected. 
] Xerox siould answer interrogatory 62(a) as it relates to 
models that bore such legends. See 8 Wigmore, supra, 
§ 2311. 
Xerox need not express its opinions as to which patents 
| were used in its machines after January, 1972, when a 
| 
i 


1 

These aspects of the interrogatory requests not simply 
| duplicative of the document discovery would require Xerox 
to formulate opinions not required to particularize any of 
its own claims. It is also the type of hurdensorne trial 
preparation that Xerox need not undertake for SCM, es- 
pecially in light of the document discovery being granted. 
| See Pre-Trial Ruling No, 12 at 3 (May 29, 1975). Similarly, 
interrogatory G3 necd not he answered—it concerns Rank- 
Xerox and Fuji-Nerox duplicators, 


Jnquiry into Reasons for Decisions and Slate of Mind 


| Tn this group of questions the issne is whether SCM may 
axk for reasons underlying particnlar decisions or actions 
when the answer will reveal legal advice reeeived and 
thereby disclose a privileged conversation between client 
aud attorney. Coumunications by the attorney to the client 


or imply facts communicated to the attorney in confidence. 
See United States v. Silverman, supra, 430 F.2d at 122. 


| 

| ‘ . ‘3 

in the consultation process are privileged when they state 
i] 

The claims to privilege by Xerox executives will not be 
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circumvented by framing the question to request reasous 
for a decision when there is every indication that those 
reasons are limited to reliance on protected legal advice. 
it is true that a client’s knowledge of facts may not be 
cloaked under the attorney-client privilege by ineorporat- 
ing a statement of those facts in a communication to the 
attorney. But privileged advice does not lose its protection 
when the client adopts it. T'o allow a litigant to probe 
beyond the assertion of privilege to the substanee of the 
legal advice becanse the client takes thy advice to heart and 
acts upon it would effectively circumvent the protection of 
the privilege. For this reason when a deponent answered 
& question about his reasons by saving that he wa : 
relying on his attorney’s legal advier, that answer is a suf- 
ficient response. Dessaucr Deposition, Tr. 71 (Dee. 3, 
1974); Linowitz Deposition, Tr. 568 (Nov. 24, 1974). 

Along the same lines, when SCM asked for considera- 
tions or asked questions to elicit what it characterizes as 
a state of mind, and the response clearly indicated that the 
deponent was relying on legal adview, the attorney-client 
privilege will apply. MecColoueh Deposition, Tr, 922 
(June 26, 1974), 967 (Sept. 20, 1074), 1648 (Dee. 20, 1974); 
Dessaner Deposition, ‘Ir. 19 (Oct. 30, 1974) 

A related problem arises with respect toa g 
sition questions asking McColough for the reasons or con 
siderations involved in decisions to grant or refuse licenses; 
he responded that the business andl legal reasous were so 
interwoven that he could not answer without disclosing 
privileged conversations. By contrast to the groups of 
questions just discussed, to which a deponent responded 


w 
a 


roup al Hep. 


that he relied upon the advice of counsel, in lis answers 
McColough recognized that both legal and business con- 


*It is apparent that the response to the question asked Dr. 
Dessauer on April 23, 1975, at 29-30, would encounter the sar 
claim, reliance on legal advice. 


de 
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siderations were involved. ‘The mere mention of business 
considerations ig not enough to compel the disclosure of 
otherwise privileged material. See United States v. United 
Shoe Machinery Corp., supra, $9 F. Supp. at 359. Here 
it is not clear that the decisions were the type in which 
business personnel defer to the recommendation of legal 
staff. Licensing decisions may contain a legal component, 
but are not inherently dependent on legal ailviee; they 
are essentially business decisions. Legal advice shonkl 
remain protected along with “nonlew: 
cussed between client and counsel that are relevant to 
that consultation, but when the ultimate decision then re- 


considvrations’' dis- 


quires the exereise of business judgment and when what 
were relevant nonlegal cunsiderations incidental to the 
formulation of legal advice emerge as the business reasons 
for and against a course of action, those business reasons 
considered among executives are not privileged. They 
are like any other business evaluations and motivations 
and do nut enjoy any protection because they were alluded 
to by conscientious counsel. To protect the business com. 


be a distortion 


ponents in the decisional process would 
of the privilege. The attorney-client privilege was not 
intended and is not needed to encourage businessmen to 
discuss business reasons for a particular course of action. 
See Simon, The Attorney-Client Privilege as Applied to 
Corporations, 65 Yale LJ. 953, 955-56 (1956); ef. City 
of Philade Iphia Vv. Westinghouse Elee Corp, supra 
MecColongh has stated that he was concerned with both 
business and legal aspects of the licensing degisions, Since 
MeColough was unable to separate these aspects le is 
ordered to answer the eight questions listed below in an 
affidavit to be sulanitted for in camera inspection and de- 
scribe the decision making process so that the Court may 
determine whether the business considerations are the type 
of ‘‘relevant nonlegal considerations’”’ incidental to legal 
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consultation referred to by Judge Wyzanski in United 
States v. United Shoe Machinery Corp., supra. MeColough 
Deposition, Tr. 251 (June 18, 1974), 1494, 1496-97, 1504-05 
(Dec. 19, 1974), 1663 (Dee. 20, 1974), 1783 (Mar. 3, 1975}, 
1819, 1827 (Mar. 4, 1975 

Finally, the four quest ons asked to clicit the evaluation 
of business interests affected by the eventual expiration of 
the basic Carlson patents should be answered. Dexsaner 
Deposition, Tr. 370 (Oct. 25, 1974), 71 (Oct. 31, 1974); 
Linowitz Deposition, ‘I'r. 525, 527 (Nov. 25, 1974). While 
those business interests might ultimately be influenced by 
the strictures of Jaw, hasic buxiness ofoets, considerations, 
and policy should be disclosed. ‘he substance of particular 
legal advice is not ordered to be revealed; pitent or anti 
trust advice from counsel may remain unidixelosd 


Communications Between Executives" ' 


This group of questions involves communications dx 
tween Xerox executives. <A privilegedl communication 
should not lose its protection if an executive relays loyal 
advice to another who shares responsibility for the subjeet 
matter underlying the consultation, See Sylgah Steel i 
Wire Corp. v. Linoe o-Guteway Corp, supra, 02 RD. at 
456; United States v. Aluminum Cumpany of .meriea, "3 
F’. Supp. 251, 253 (N.D.N.Y. 1960), It would be an un 
necessary restriction of the privilege to consider it lust 
when top management personnel discuss heal adview, Mor 
this reason Dr. Dessauer’s claim to privilege on Novonler 
1, 1974, page 58, is sustained 

As previously discusse! however, business factors pole 
vant to a corporate decision are not entitled to protection 


* Nerox has withdrawn its cluias to privilege for the documents 
requested at Dr. Dessauer's duposition on Ootober 30, 1974, at page 
67, and February 12, 1975, at page 94 
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unless they arc merely incidental considerations helping to 
inform the legal advice. When the ultimate corporate 
decision ia based on both a business policy and a legal 
evaluation, the business aspects of the decision are not pro- 


tected because legal considerations are also involved 


asked a series of questions about the 


Dr. Dessauer was a 
discussions that |ed to his vote authorizing the acquisition 
of Rank-Xerox stock from Rank. Dessauer Deposition, Tr 


891. 20,00 (Apr. 23, 175). Were the discussions intended 
; 


possess a valid claim to privilege since his testimony was 
that no business reasons for the purchase were shared with 
him that he cuuld reeall, See id. at 88 1. §, 00 1. 19, 91 1 
17 Since tho 


shared with Rask, however, the requisite confidentiality is 


legal consilurations appear to have been 


lacking, and Dr. Dessauer ia directed to anawer the ques 
tions,’ 


_ 
MeCvulough’s conversations with Wilson about potential 


future antitrust probletus took place against a bat kground 
sliyreenting that they were discussing the recent recoiti- 


nendation of their corporate counsel concerning licensing 
policy aml untitrust inpheations A disenssion between 


excentives of | al milvice should be priv jleyrod, MeColough 


Depo ition, (Sept ‘H), 1074) Similarly when 


+ 4 4aF 
MeColough was asked what he knew and what Wilson 


lad ganl about the scope of patent coverage anu hie 


— 
anawered that everything he and Wilson knew abont 
Xerox's patent coverage caine from its lawyers, the privi 
lowe attached. Jd. 1730-32 (Mar. 3, 1975). That privilege 


would not exteml blanket protection over Wileon’s busi- 


‘Ordinarily he would ouly have to answer 4 question asking 
his reasons for voting in a particular way aa a director by reveal. 
ing hin lusiness reasons Demauer Deposition, Tr, 89 15 (Apr. 

wa 


24, 1975) Ifere hin reasons should also include the legal con 
siderations that were shared with Rank during negotiations. 
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ness « aluations of the best way to proceed as an enter 
prise, however, Conversations between exceutives about 
the company’s business policies are uot protected 
United States v. International Businesa Machines Corp. 
66 F.R.D, 206, 210 (S.D.N.Y,. 1974) 

McColongh was asked on June 19, 1974, at page 319, 
whether there had been any discussions of the impact 
of bringing a patent infringement suit on [UM's market 
ing efforts. “he process leading to the decision whether 
to sue or » the type of decision making provess that 


es 
Petal 


roquirea t best informe) reconunendation of connec! 
and the fullest cooperation of the client Still, discus 
sions separate from substantive legal considerations that 
eventually feed into the corporate decision amd are direetes 
at the possibility of securing 4 business advantage shouk 
not be protected. The question should be anawered 
Linowitz was asked a serivs of qGtiestiona Aleut dieries 
sions wilh Wilson concerning the readjustment of the 


Nerox-attelle relationship, Vinawits's claim to privilege 


extends only to substantive legal diseussiona not shared 
with Battelle Linowiily Deposition, Yr. 447 (Oct. 10 
1974). It ia hard te see how the value Nerox placed on 
the rights to future technology devs laywal by Battelle could 
be considered privileged sinee that value met have heen 
n subject of negotiation with Ha 
of Linewite on October 10, 197 
j 
| 


answered, The question aake: 


ile Thy pine elianh fans 
4, at pare 460, slionkl be 


‘. 


werd, 


Of lim on November 
1974, nt page 4 ig toot 

Dr. Dessaver asserted the privilewe when Askial whether 
he had ever reeonunemled that Nerux act to prevent an 
other company from becoming o competitor, Dessaner 
Deposition, Tr. 72-74 (Dee. 5, 1974). In order to resolve 
the claim of privilege, Dr. Dessauer «hould aubimit for 
m camera inspection lis allidavit setting forth the eireun 


stances of any discussion in which he made sueh a rece 
mendation, with whom he was speaking, and what he 
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Waiver 


In PX 89, a letter from Linowitz to Wilson reporting a 
meeting with an IBM executive and a discussion of /i- 
censing, 12 lines have been excised that contain legal evalu- 
ations by Linowitz. McColough Deposition, Tr. 959 (Sept. 
20, 1974). SCM claims that PX 212 discloses. the sub- 
stance of Linowitz’s advice and vitiates the protection 
otherwise attaching to that statement. Xerox argues that 
the erucial sentence in UX 212 was left in it through inad- 
vertence. Xcrox points to the fact that the initial pro- 
duction of the document to the FTC did not include the 
critical reference. Xerox’s allidavits imply that after docu- 
ments were sercened for production to the F'I'C they were 
thereafter simply copied en masse and not examined again 
for privileged information. If that was the ease, the some- 
What troublesome claim of inadvertence will be accepted 
and the claim to privilege sustained. If the documents 
were, in fact, individually screened for privileged material 
before being forwarded to Litton, TBM, and SCM, the re- 
peated inclusion of the statement would not be easily ex- 
cused. On the state of the affidavits as they now stand, the 
claim of inadvertence is upheld and no waiver established. 
-\ecordingly, McColough need not answer the questions 
asked on June 26, 1974, at page 869, and on September 20, 
1974, at page 957, of his deposition. 

SCMs waiver argument is stronger coneerning the Cole 
memorandum, MeColough Deposition, Tr. 986 (Sept. 20, 
1974). Reeent testimony, Linowitz Deposition, Tr. 10-12 
(Nov. 18, 1975), reveals that much of the substance of 
Whitney North Seymour’s adviee concerning IBM's li- 
cenzing request, the subject of the memorandum, was 
shared with IBM. The disclosure goes to the substance 
and strategy of Seymour’s analysis and is sufficient to 
constitute a waiver of the section of the Cole memorandum 
entitled 7BJ/, at 3-4. McColough should also answer the 
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related question asked of him on June 26, 1974, at pages 
867-68. 

Dr. Dessauer’s colloquy with counsel concerning whether 
he believed Xerox could take advantage of the patent sys- 
tem and the impact of antitrust laws did not waive any 
attorney-client privilege. Dessauer Deposition, Tr. 25-26 
(Apr. 23, 1975). Le merely testified that Xerox retained 
counsel and endeavored to follow his legal advice. The 
substance of those legal consultations may remain privi- 
leged. Dessauer Deposition, Tr. 30 (Apr. 23, 1973). 

SCM asks, on the ground of waiver, that MeColough be 
instructed to answer a question about Wilson’s statements 
concerning the scope and extent of Xerox’s patent coverage. 
As the factual predicate for this conclusion, SCM reeites 
numerous public statements by Xerox executives. These 
statements are general, vague, and conclusory. In suh- 
stance they reveal that Xerox theught patents important to 
its business, that Xerox held hundreds of patents, and that 
Xerox considercd itself to he successfully pursuing a power- 
ful patent position. ‘These self-interested characterizations 
may have had some public relations benefit, but they hardly 
amount toa waiver. See Jose Corp. v. Linear Design Labs, 
Ine., TL Civ. 3103 (S.D.N.Y. Mar. 10, 1875). 

SCM also urges waiver based on certain disclosures that 
Xerox claims were inadvertently made during extensive 
document production. On the basis of the Nerox allidavits, 
the inadvertence is sufliciently established to preclude the 
use of these disclosures as grounds for waiver. The claim 
to privilege is sustained, and related questions necd not be 
answered. McColough Deposition, Tr. 1730 (Mar. 3, 1975). 

The claim of waiver because of Wilson's letter to William 
Call, PX 370, stating that the whole Mlectrofax develop- 
ment was dominated by basie xerographic patent protec- 
tion, is denied. Linowitz Deposition, Tr. 775 (Jan. 1, 1975). 
While more specific than the other statements of Xerox 


a on 


18a 
Pre-Trial Ruling No. 17. 


executives, this disclosure does not rise to the level at which 
fairness would demand that the privilege cease. See 
Wigmore, supra, § 2327. Finally, SCM’s claims of waiver 
as to infringement of Xerox’ patents are also denied. 
McColough Deposition, Tr. 251 (June 18, 1974), 1648 
(Dee. 20, 1974). 

The Court expects that the decisions expressed in this ~ 
ruling will provide sulficient guidance to the parties to 
enable them to resolve any remaining disputes as to the 
availability of the attorney-client privilege. Obviously 
resort to the Court every time a deposition question en- 
counters a claim of privilege is impractical. If hereafter 
an issue of privilege arises in a context reasonally governed 
by this ruling, and a party either asserts the privilege or 
claims its unavailability in contravention of the decisions in 
this ruling, significant sanctions will be imposed. 


Dated at New IIaven, Connecticut, this 4 day of Feb- 
ruary, 1976. 


Jon 0. Newman 
United States District Judge 
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DISTRICT OF CONNECTICUT 
Crvtz No. 15,807 


SCM Corporation 
v. 
Xerox Corporation 
inecnicttnselpansnninattantentm 
L 


This Ruling, prompted by Xerox’s motion for reconsid- 
eration of certain aspects of Pre-Trial Ruling No. 17, con- 
cerns primarily the availability of the attorney-client 
privilege to protect disclosure of documents prepared by 
attorneys in Xerox’s patent department. Noerox asserts 
privilege on the ground that these documents inelude 
legal opinions of its patent attorneys concerning the cov- 
erage of particular machines by specified patents. Whether 
reconsideration can produce the clarification Nerox seeks is 
in some doubt, but since the issue arises in a field plagued 
by vague and often inconsistent judicial decisions, it may 
be useful to attempt a further discussion of the problem. 


1. An initial question is whether the privilege protects 
all advice from attorney to client, or-only advice that re- 
veals (by adoption or iinplication) a fact communicated in 
confidence by the client to the attorney. The narrow posi- 
tion was set forth with emphatic precision by Judge 
Wyzanski in his oft-cited opinion in United States v. 
United Shoe Machinery Corp., 89 F. Supp. 357, 358 
(D. Mass 1950) (“the communication relates to a fact of 
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which the attorney was informed (a) by his client (b) 
without the presence of strangers (c) for the purpose of 
securing primarily either (i) an opinion on law or (ii) 
legal services or (iii) assistance in some legal proceed- 
ing . . .”). Among cases explicitly adhering to this view 
are Colton v. United States, 306 F.2d 633, 637 (2d Cir. 
1962); United States v. International Business Machines 
Corp., 66 F.R.D. 206, 211-12, 215 (S.D.N.Y. 1974); Bird v. 
Penn Central Co., 61 F.R.D. 43, 46 (18.D. Pa. 1973); Sperti 
Products, Inc. v. Coca-Cola Co., 262 F. Supp. 148, 149, 151 
(D. Del. 1966); American Cyanamid Co. v. Hercules Pow- 
der Co., 211 F. Supp. 85, 87, 90 (D. Del. 1962).' See also 
MeCormick, Yuidence § 93 (1954). 

The broader position, protecting any legal advice from 
attorney to client, is supported hy Dean Wigmore, 8 Wig- 
more, Evidence § 2320 (McNaughton Rev. 1961), and has 
been stated in some decisions, e.g., Natta v. Wogan, 392 
F.2d 686, 692-93 (10th Cir. 1968); American Optical Corp. 
v. Medtronics, Inc., 56 F.R.D. 426, 480 (D. Mass. 1972) 
(altermate holding). Other decisions such as Jack Winter, 
Inc. v. Koratron Co., 54 F_RD. 44, 46 (ND. Cal. 1971), and 
United States v. Aluminum Co. of America, 193 F. Supp. 
251, 253 (N.D.N.Y. 1960), have implied the use of a broad 


‘It is probably fair to include in this category 8 in 1 Pet Prod- 
ucts, Inc. v. Swift &G Co., 218 *. Supp. 253 (S.D.N.Y. 1963). It 
stutes ‘the advice of counsel based upon the confidential com- 
munications of a client is privileged.” /bid. It also states “legal 
advice rendered to a corporation by an attorney in its employ 
fulls within the attorncy+lient privilege.” Jbid. This appears to 
be a statement that house counsel are within the seope of the privi- 
lege, without broadening the privilege to dispense with the require- 
ment of advice based on confidential communications from the 
client. The citation to United Shue points in that dircetion, al- 
though the citation to the broader rule stated in 8 Wigmore, Evi- 
dence § 2320 (MeNaughton Rev. 1961) points the other way. See 
also J. P. Foley & Co. v. Vanderbilt, 65 F.R.D. 523, 526 (S.D.N.Y. 
1974). 
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rule. but without noting whether or not the advice was 
based on a fact communicated by the client. That the ad- 
vice was actually based on such a fact seems likely in some 
of these cases. Indeed, the ALCOA ruling states the 
broader rule but specifically cites the narrower United 
Shoe standard as “outlining the requirements to be shown 
by the party asserting the privilege.” Jd. at 252. 

This split in authority is further complicated by two 
decisions within this Circuit. In Georgia-Pacific I'lywood 
Co. v. United States Plywood Corp.,18 !RD. 463 (S.D. 
N.Y. 1956), then District Judge Kaufman quoted Judge 
Wyzanski’s formulation of the narrow standard and then 
observed, “Since communications by the attorney to the 
client might reveal the substance of a client's communica. 
tion they are also within the privilege.” Jd. at 464. Again, 
the statement of a broader rule coupled with citation to 
the narrower United Shoe standard is perplexing. T think 
it unlikely that Judge Kaufman intended to abrovate the 
limitation contained in Judge. Wyzanski’s formulation, 
which he quoted at length. Perhaps Judge Kaufman 
meant only that if it is not clear whether the communica- 
tion from the attorney relates to a fact disclosed to him 
by the client, the privilege should apply to sxuard against 
the risk of revealing client confidences. ‘That approach 
would simply ease the client’s burden of demonstrating 
that the privilege applies, but would not extend the privi- 
lege to communications from the attorney that demon- 
Sstrably do not relate to facts disclose] by the client. 

In United States y. Silverman, 430 2d 106 (21 Cir. 
1970), the issue was the relatively easy one of whether the 
privilege protected against disclosure at trial of an attor- 
ney’s report to a client union that disclosed minutes of a 
union meeting. The Second Circuit held that the report 
was not privileged since no confidential communication was 
involved, the minutes being public records. The uncertain 
Significance of the decision arises from the inclusion and 
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subsequent deletion of a paragraph that specifically articu- 
lated the narrow standard, proteeting communications 
from attorney to client only when they reveal confidential 
couununications from client to attorney. Jd. at 122. Upon 
petition for rehearing, the Court of Appeals delated this 
paragraph from its prior opinion. United States v. Sil- 
verman, 439 F.2d 1198 (2d Cir. 1970). This was done “to 
avoid any . . . iinpression” that the earlicr opinion made 
“an exception to the attorney-client confidential communi- 
cation rules.” Jbid. Xerox contends that the deletion 
demonstrates the Second Cireuit’s rejection of the narrow 
standard. I agree with Judge Edelstein that the deletion 
should not be given such significance. United States v. 
International Business Machines Corp., supra, 66 F.RD. 
at 215. Neither the inclusion nor the deletion of the para- 
graph had any bearing on the Silverman holding, which 
rested entirely on lack of confidentiality. It is as likely 
that the paragraph was deleted because it was unnecessary 
as because it was an incorrect statement of the law. Or 
the Court may have been concerned that the deleted para- 
graph, deseribing attorney’s advice as unprivileged unless 
it hus the effect of revealing client confidences, stated the 
narrow standard too strictly; advice that risks disclosure 
of client confidences is entiled to protection, even under 
the narrow standard. See Georgia-Pacific Plywood Co. v. 
United States Plywood Corp., supra. Moreover, the Sil- 
verman opinion, even as unmodified, cited with approval 
the Court’s prior decision in Colton v. United States, supra, 
which supports the narrow standard. 

One other source of “guidance” should he noted. The 
Federal Rules of Mvidence, as originally proposed by the 
Supreme Court, contained a detailed provision for the at- 
torney-client privilege, which dispensed entirely with the 
qualification that the attorney’s advice relate to facts com- 
uunicated by the client. See proposed rule 503(b), 56 
F.R.D. 183, 236 (1972). ‘he proposed rule would have pro- 
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tected any confidential communication from attorney to 
client “made for the purpose of facilitating the rendition 
of professional legal services to the client.” Tnexplicably 
the Advisory Committec’s Note does not discuss the two 
lines of authority on this point, nor even mention the choice 
implicitly made. While the proposed rules, even to the 
extent rejected by Congress, are nonetheless some evi- 
dence of “the principles of the common law” that are to 
govern privilege questions arising under claims founded 
on federal law, Fed. Rules Evid. Rule SUL; see Eutectic 
Corp. v. Metco, Inc., G1 F.R.D. 35, 38 nl (E.D.N.Y. 197 3), 
I cannot accept proposed rule 503(h) as authoritative, es- 
pecially in view of the total absence of any reasoned ex- 
planation from the drafters for resolving an unsettle . eg 
tion. See Duplan Corp. v. Deering Milliken, Inc., 397 F. 
Supp. 1146, 1160-61 (D.S.C. 1974). 

I see no reason to broaden the privilege beyond the nar- 
row standard as set forth in United Shue. The purpose of 
the privilege is to insure that the client may confide in his 
attorney to obtain legal advice. Unless the legal advice 
reveals what the client has said, no leyitimate interest of 
the clicnt is impaired by disclosing the advice. Wi igmore’s 
discussion of the broader standard concedes that it is not 
based on ‘‘any design of securing the attorn y's freedom 
of expression.’’ ‘Vigmore, supra, § 2320, at 629. Ilis 
rationale is twofold: to prevent use of the attorney’s state- 
ments as adinissions of the client or as revelations of the 
client’s communication. The latter reason, of course, is 
safeguarded by the explicit requirement of the narrow 
standard. That same requirement seems adequate to pro- 
tect against admissions entitled to protection. If the attor- 
ney’s statement is Lased upon a fact conuuunicated by the 
client, its use as an admission is barred hy the availability 
of the privilege, even under the narrow standard. [f the 
attorney makes an admission as agent for his client, with- 
out revealing a fact confidentially communicated from the 
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client, no reason appears why such admission should be 
protected.* Thus, Wigmore’s reasons for adopting the 
broad standard are adequately satisfied by the narrow 
standard. 

Whether the Georgia-Pacific qualification should be 
adopted is a closer question. Extending the privilege to 
communications from the attorney that ‘‘might’’ reveal 
client confidences reverses the normal approach that places 
the burden of establishing entitlement to the privilege on 
the client who claims it. On the other land it dows serve 
the purpose of the privilege by maintaining a client’s 
ability to confide fully in his attorney. Without the pro- 
tection for attorney communications that arguably contain 
client confidences, clients might be inhibited from confiding 
in their attorneys for fear that they might not be able to 
demonstrate that the attormey’s communication was in fact 
based on their communication to him. The risk of such 
inhibition is virtually removed by holding the privilege 
unavailable when the attorney’s communication is demon- 
strably based on facts that did not come from the client in 
confidence. 


2. A second issue is whether the attorney’s advice is 
privileged only when communicated to the client or when- 


* The discussion in the Wigmore treatise concerning the need 
to prevent the use of the attorney's statements as admissions of 
the client refers the readers to § 1071, which concerns adoption by 
silenee of statements made in one’s presence. That situation too 
is adequately protected by the narrow standard. If an attorney’s 
advice were admissible only because it had been tacitly adopted 
by the client, the tacit approval (equivalent to a spoken approval) 
is a confilential communication from the client to the attorney 
that would he revealed by the attempt to make the attorney’s ad- 
vice admissible. If the attorney’s udvice is admissible without 
adoption hy the client, or as in discovery, is useful to the adverse 
party without regard to whether it was adopted by the client, there 
is no reason to consider it privileged, 
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ever expressed in confidence, such as in a memoram lum to 
his own file. Hickman v. Taylor, 329 U.S. 495, 508 (1947), 
provides at least the basic answer when it states: ‘Nor 
does this privilege concern the memoranda, briefs, coin- 
munications and other writings prepared by counsel for 
his own use in prosecuting his client’s case; amd it is 
equally unrelated to writings which reflect an attor- 
ney’s mental impressions, conclusions, opinions or legal 
theories.’’ Accord Natta v. Zletz, 418 F.2d 633, 637-38 
(1969) ; see also Dura Corp. v. Milwaukee Ilydraulic Prod- 
ucts, Inc., 37 F.R.D. 470, 473 (E.D. Wis. 1963). 

Of course, the attorney’s opinion and legal theories, even 
if recorded in his own files, are privileged under the narrow 
standard of United Shoe if they reveal information sup- 
plied in confidence by the client. But absent such informa- 
tion from the client, it is only the work product rule and 
not the privilege that protects the attorney’s uncommuni- 
cated expression of opinion. 


3. A third issue concerns the role of in-house patent 
counsel. Judge Wyzanski observed in United Shove that in 
view of the usual duties of a person in a corporate patent 
departinent, the relationship of such a person to the cor- 
poration is “not that of attorney and client.” 8) lk. Supp. 
at 361. Significantly he illustrates the non-privileged 
activity of such a person with the example of spending 
time on “questions . . . of the scope of public patents 

’ Td. at 360. Subsequent cases have somewhat 
refined the broad statements in United Shoe by regarding 
the communications of in-house patent counsel as privileged 
or not, depending on what the attorney is doing in tho 
particular communication being examined. Jack Winter, 
Inc. v. Koratron Co., 50 F.R.D. 225 (ND. Cal. 1970) ; Chore- 
Time Equip., Inc. v. Big Dutchman, Inc., 255 F. Supp. 
1020 (W.D. Mich. 1966); american Cyanamid Co. v. ler- 
cules Powder Co., supra; Zenith Radio Corp. v. Radio Corp. 
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of America, 121 F. Supp. 792, 794 (D. Del. 1954) (no 
privilege when concern is with “scope of public patents’’). 
The privilege is not available when the communication 
from in-house patent counsel does not apply rules of law 
to confidential conununications reecived from the client, 
Paper Converting Machines Co. v. FMC Corp., 215 F. Supp. 
24, 252 (E.D. Wis. 1963), but this is because that type of 
communication is not privileged, not because the person 
transmitting it is (a) in-house, (b) a patent lawyer, or 
(¢) doing what some might regard as nonlegal work. 

In some situations the statements of in-house patent 
counsel might appropriately be viewed as privileged state- 
ments of the client This could oceur, for example, if 
patent counsel assembled a list of patents owned by his 
company but not, in his opinion, being used, and sent that 
list to the general counsel or outside counsel with a re- 
quest for advice as to whether the retention of the anused 
patents created risk of antitrust liability. While the pat- 
ents are public, the patent attorney’s opinion as to their 
non-use adds a non-public ingredient, which if communi- 
cate in confilence to seek legal advice might well be 
entitled to protection. 

From this discussion it is apparent that the documents 
in issue are not entitled to protection. They do not re- 
veal facts conununicated by the client in confidence. To 
the extent they may express legal opinions, these concern 


* This appears to be the view expressed in Dura Corp, ¥. Mil- 
waukee Tydraulic Products, Inc., supra, in which in-house patent 
counsel is described as “an employee of the [corporation] serving 
as its patent counsel.” J. at 472. Communications between him 
and outside counsel were accorded the privilege, though communi- 
cations between the same outside counsel and the corporation's as- 
sociate counsel were considered outside the privilege because they 
were not communications between attorney and client. See also 
Duplan Corp. v. Deering Milliken, Inc., supra at 1167; Georgia- 
Pacific Plywood Co. v. United States Plywood Corp., supra at 464. 
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the scope of public patents. It does not even appear 
that the documents were communicated to the client; how- 
ever, even if routine transmission of information cupies 
to the general counsel’s office could be comsidered com- 
munication with the client, the “communiecation’’ is still 
not privileged since it demonstrably reveals no confidences 
of the client. Finally, there is no indication that in-house 
patent counsel were secking anyone's legal adviee eoncern- 
ing the contents of these documents. Indeed, Xerox's eon- 
tention is that patent counsel were giving, not reeviving, 
legal advice. With the attorney-client privilege not avail- 
able to protect these documents, they are properly dis- 
coverable, the work product protection having been ac- 
corded in Pre-Trial Ruling No. 17 only to those doewnents 
prepared with an eye to litigation.’ 


IT. 


Xerox also seeks reconsideration of the ruling that there 
was not a sufficient showing of a shared exposure of Xerox 
and The Rank Organization to antitrust liability during 
Xerox-Rank negotiations to justify considering the legul 
advice given to Xerox officials in the presence of Rank 
officials as sufficiently confidential to remain privileged. To 
bolster its claim, Xerox has now taken the somewhat 
unusual step “ofssubmitting ez parte for the Court's in 
camera inspection an aflidavit from counsel for Rank, pur- 
porting to demonstrate the substantiality of the risk of 
shared exposure. 

SCM strenuously objects to the ez parte sulmission, 


*In order to avoid possible misunderstandings concerning doeu- 
ment identification, it should be noted that the reference to 1S 
90299 in Pre-Trial Ruling No. 17 n.4 should havo been to I'S 90205 
e¢ seq. Further, the documents identified hy Xcrox as 1’S 91130 
actually begin with the designation PS 91330. 
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This is not a situation where a court directs allegedly 
privileged matter to be submitted for im camera inspection 
so that a deterinination can be made from the contents as 
to whether the privilege applies. Ilere Xerox is seeking 
to establish circwnstances to demonstrate that deposition 
questions need not be anawered because they call for al- 
lugedly privileged answers, Furthermore, SCM contends 
there is simply no reason why Xerox should be permitted 
to relitigate the point with a late submission that could have 
been produced lwfore. Without doubting that there is con- 
siderable force to both objections, I prefer to rest decision 
on the unpersonsiveness of the affidavit itself, 

The affidavit was exceuted by Rank counsel and obtained 
by Xerox counsel fur use in litigation. It seems reason- 
able to assume it was worded with some care, and that the 
representations go as far toward advancing Xerox's posi- 
tion ax the oath would permit. While there is a conclusory 
reference to “the possiblily of shared exposure to antitrust 
attack or liability,"’ there is simply no sufficient basis for 
u finding that Rank and Xerox were jointly interested in the 
legal advice Xerox, counsel gave during the course of arni's 
length negotiation between the two entities. The affidavit 
siznificantly omits any indication that Rank counsel ever 
suggested to his client the possibility of shared exposure to 
antitrnat liability, Rank counsel refers to his own assess- 
ment that there “might” be a challenge and that a challenge 
“could” involve Rank, This assessment, he says, was com- 
wiunicated to Xerox representatives, together with his view 
that there was no antitrust violation. 

Of course there need not be a clear demonstration of 
actnal liability before a third party and a client can be 
considered to have a sufficiently common interest in legal 
advice. And the prospect of liability need not arise solely 
in the context of trial preparation. But a client's sharing 
of its attorney's advice with a third party is not in con- 
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fidence simply because the third party’s lawyer thought 
that there “might” be a challenge, which “could” involve 
his client. Uniess the interests of the parties are demon- 
strably common, as when potential defendants discuss 
grand jury questioning, Continental Oil Co. v. United 
States, 330 F.2d 747 (9th Cir. 1964), or intended pleas, 
Hunydee v. United States, 355 F.2d 183 (9th Cir 1965), the 
risk of shared exposure niust at least be guilicientiy sub. 
stantial to have prompted the third party's lawyer to 
counsel his client regarding the prospective hazard. 

The conclusory statements contained in the affidavit de 
not dispel the view that Xerox wanted to change the ar. 
rangement, without any cerious concern about potential 
liability of Rank. As the Xerex president acknowledged at 
his disposition, the meetings and statoments iliscussed 
“legal considerations affecting Xerox.” MeColough Depo. 
sition, Tr, 2251-52 (May 1, 1975). What Xerox has failed 
to demonstrate is that when its personnel discussed lewyal 
advice they had received with personnel of Rank, the 
Xerox personnel had any reasonable basis for Awsuming 
that the advice was of such common interest to Rank or 
sufficiently concerned the risk of Rank’s shared exposure 
to liability as would make the a:lvice privileged from sub. 
sequent disclosure. Advice discussed with a negotiating 
adversary in the absence of circumstances supporting such 
& reasonable expectation is not entitled to protection, 


II. 


Xerox requests reconsideration of the ruling requiring 
it to answer Interrogatory No. 62(a), which requests iden. 
tification (by inventor, number, and date and country of 
issue) of each patent ever used in plain paper office copiers 
and duplicators manufactured or marketed Ly Merox at 
any time. Pre-Trial Ruling No. 17 required Xorox to an- 
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swer that Interrogatory as to all models that bore a legend 
either listing the patents used or representing that such a 
list would be furnished upon request. Citing other lan- 
guage in the Ruling that declined, partly because of undue 
burden, to order Xerox to formulate claims as to patent 
coverage for machines that did not bear such a legend, 
Xerox contends the Court must have intended to require 
an answer to Interrogatory No. 62(a) only to the extent 
that opinions as to coverage are already in existence. 
Xerox is correct in suggesting that the Court did not ex- 
pect that response to Interrogatory No. 62(a), to the ex- 
tent allowed, would entail much of a burden. The Court 
assumed that when Xerox represented to the public that 
a list of patents would be furnished upon request, there 
must exist some documents that would have enabled Xerox 
to respond to such an inquiry with reasonable promptness. 
It is hard to believe that Xerox would have answered a 
request by saying, “We have documents that list some pat- 
ents being used, but it will be an enormous burden for our 
patent department to complete the analysis necessary to 
list all the patents being used.” 

Nevertheless Xerox asserts that in fact the available 
documents do not list all of the patents used on machines 
that bore the legend promising to furnish such infc»2e- 
tion. No claim is made that such documents forme ty 
existed but have since been destroyed. Nor has Xerox 
contended that it lacked the ability to furnish to consumers 
the list of patents it represented it would supply. Tt may 
well be that no single document contains a list of patents 
used in each machine. However, unless the Xerox repre- 
sentation to the public was misleading, Xerox must have 
some material in its files from which the requested lists 
ean be assembled. 

Xerox’s own internal documents submitted to the Court 
and ordered produced under Pre-Trial Ruling No. 17 re- 
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veal that this is not the first time Xerox has sought to place 
obstacles in the way of those who simply ask it to honor 
the public representation it has made. In January, 1967, 
a request was made for patents used in three machines. 
Xerox responded with a list of all patents owned by Xerox 
Corporation. Undaunted by the overkill, the inquiry was 
renewed, with the request limited to patents used in a 
single machine. That letter went unanswered. A rencwed 
request in April evoked a reply in May, which stated: “We 
did send to you a list of certain of our patents, and I am 
afraid I cannot tell what additional specific information 
you need.” In June the persevering requester reminded 
Xerox that his inquiry concerned only the patents cover- 
ing the Model 914, charitably suggesting that the complete 
list of all patents had been sent inadvertently. That letter 
was circulated internally for guidance with the notation 
“We do have a list of 914 patents which we don’t ordi- 
narily send out.” (Emphasis in original): Ultimately wiser 
heads prevailed, and the January request was complied 
with on August 1. Two years later a request for patents 
relating to another machine evoked a different tactic. 
Though an internal document had identified 14 unexpired 
patents that “probably” related to the machine, the re- 
quester was sent six patents with this explanation: “We 
are enclosing some typical patents which outline our 
processes... .” 

The Court does not expect that Xerox patent personnel 
will now begin an analysis of every patent.and make dis- 
crete judgments as to whether or not they read on every 
machine. Much of the required listing is already reflected 
in the documents already ordered to be produced. As to 
many patents, it must be readily ascertainable that they 
do not apply to any machines. If bona fide doubt exists 
whether some patents are used in a particular machine, 
the interrogatory response can forego definitive answers 
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in favor of an indication of probable coverage. Abuse of 
this limited leeway will encounter sanctions. 

Except to the extent modified in the prior paragraph, 
the motion to reconsider Pre-Trial Ruling No. 17 is denied. 
Documents ordered to be produced by that Ruling shall be 
given to SCM by March 15. Interrogatory responses, and 
in camera submissions required bi that Ruling shall be 
filed by March 31. 


Dated at New Haven, Connecticut, this 9 day of March, 
1976. 


Jon O. Newman 
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Xerox has sought an amendment to Pre-Trial Rulings 
Nos. 17 and 19 to include the determinations neecssary to 
provide for interlocutory appeal pursuant to 28 U.S.C. 
§1292(b) of two rulings contained therein. The first re- 
quires Xerox to produce documents containing the opinions 
of attorneys in its patent department as to the scope of 
various patents. The second requires Xerox officials to 
answer deposition questions concerning uegotiations he- 
tween Xerox and the Rank Organisation. 

Interlocutory appeals of discovery rulings have been 
rejected by the Second and other Circuits, even when eer- 
tification was made under $1292(b). See -ltluntic City 
Electrical Co. v. General Electric Co., 337 F.2d S44 (2d Cir. 
1964) ; United States v. Woodbury, 263 F.2d 784 (9th Cir. 
1959). See also McSparran v. Bethlehem-Cuba Iron Mines 
Co., 26 F.R.D. 619 (1.D. Pa. 1960) (certification denied). 
Review has been granted where the availability of deposi- 
tion testimony was thought pertinent to a motion to «is- 
miss, Garner v. Wolfinbarger, 430 \".2d 1093 (Sth Cir. 
1970), and where a district judge announced, without preee- 
dent, the doctrine that the attorney-client privilege is un- 
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available to corporations. Radiant Burners, Inc. v. Amer- 
ican Gas Association, 320 F.2d 314 (7th Cir. 1963). 

I do not believe the two rulings challenged by Xerox are 
appropriate for certification for interlocutory review. 
Neither ruling concerns a matter such that ‘‘an immediate 
appeal from the order may materially advance the ultimate 
termination of the litigation’ as required by § 1292(b). 
Reversal of either ruling wouid not eliminate a party, end 
litigation of a particular claim, nor otherwise spare the 
litigants any significant aspect of the trial. Despite 
Xerox’s attempt to fragment the first ruling into four 
issues,’ it poses the single question of whether an attor- 
ney’s opinion is privileged when it demonstrably does not 
reveal confidential communications from the client. While 
Pre-Trial Rulings Nos. 17 and 19 note some authority for 
the view that all attorney advice is privileged regardless 
of whether it reveals client confidences, such views have 
not been adopted in the Second Circuit, which appears to 
adhere to the narrower formulation of Judge Wyzanski’s 
in United States v. United Shoe Mach. Corp., 89 IF. Supp. 
357 (D. Mass. 1950), see Colton v. United States, 306 F.2d 
633 (2d Cir. 1962). Differing views outside the circuit 
have been thought not to satisfy the test of §1292(b). 
Berger v. United States, 170 F. Supp. 795 (S.D.N.Y. 1959). 

The second challenged ruling involves no controlling 
ixsue of law, but solely a question of whether adequate 
facts have heen presented to satisfy a legal standard 
not disputed by the parties. Legal advice, if privileged, 
does not lose protection from disclosure when commu- 
nicated to those with a sufficient common interest. in 


1 Xerox misapprehends Pre-Trial Ruling No. 19 concerning at- 
torney’s advice not communicated to the client. So long as dis- 
closure of thet advice would reveal confidential communicat’ as 
from client, it is privileged, even if contained in a memo to the file. 
See Pre-Trial Ruling No. 19 at 7-8. 


35a 


Pre-Trial Ruling No. 21. 


the advice. Xerox has failed to demonstrate that this 
standard was met in the context of the Xerox Rank 
negotiations. When the issue was first submitted for 
decision, no facts other than the existence of the joint 
venture supported this claim. After Pre-Trial Ruling 
No. 17, Xerox submitted an affidavit of Rank counsel, 
which was found in Pre-Trial Ruling No. 19 to be an in- 
sufficient basis for concluding that Rank was jointly inter- 
ested in whatever legal advice Xerox communicated dur- 
ing the negotiations to alter the Nerox-Rank joint ven- 
ture. Now Xerox alleges that an adequate showing was 
“implicit” in -a paragraph of the attorney’s aflilavit. 
Xerox also discounts the significance of MeColoughi’s state- 

«ment that “legal considerations affecting Xerox” were dis- 
cussed by pointing out that no one asked McColough at his 
deposition whether Rank was affected. It is not for this 
Court to divine what is implicit in an attorney's aflidavit, 
nor to assume what a deponent would say if asked a par- 
ticular question. Xerox has had ample opportunity to sub- 
mit affidavits of the Rank attorney, McCulough, or anyone 
else to demonstrate explicitly that the joint interest cust 
was met in the context of the Nerox-Rank negotiations. 
There has simply been a failure of proof. 

This litigation is in its third year, and a time-table for 
trial preparation and trial will shortly be issued. Inter- 
loeutory review at this time would cause a substantial 
delay which I do not believe is warranted. There is, how- 
ever, one claim that might justify interlocutory review. 
This concerns the deletion of a concluding paragraph from 
the Court of Appeals’ opinion in United States v. Silver- 
man, 430 F.2d 106 (2d Cir. 1970), discussed in Pre-Trial 
Ruling No. 19. While I do not helieve §1292()) certilica- 
tion is warranted on my reading of Silrerman and the 
deletion, it is of course up to the Court of Appeals to say 
with finality whether that deletion has greater significance 
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than I have given it. Xerox is certainly entitled to a 


brief stay to afford it an opportunity to petition the Court 
of Appeals for a writ of mandamus, though 4 1292(b) cer- 


tification is denied. See Harper & Row Publishers, Inc. — 


v. Decker, 423 F.2d 487 (7th Cir. 1970). 

Accordingly, the motion to amend Pre-Trial Rulings Nos. 
17 and 19 to include certification pursuant to 28 U.S.C. 
§$1292(b) is denied, those Rulings, insofar as they concern 
the matters challenged by Xerox in its application for 
amendinent, are stayed until March 26 to permit Xerox to 
seck a petition for writ of mandamus and a further stay 
from the Court of Appeals, and, in the event mandamus is 
denied, the deadlines in Pre-Trial Ruling No. 19, concern- 
ing the matters here challenged, are extended by the inter- 
val from the date of that Ruling until decision by the 
Court of Appeals on a petition for writ of mandamus. 


Dated at New Haven, Connecticut, this 22nd day of 
March, 1976. 
Jon O. Newman 
United States District Judge 
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in order to resolve claims to attorney-client privilege 
raised during depositions of certain Xerox executives, the 
Court directed those executives to submit allidavits to the 
Court for its in camera inspection. Pre-Trial Ruling No. 
17 at 5, 14,17. Having examined the allidavits of C. Peter 
MecCoiough, Sol M. Linowitz, and John IH. Dessauer, the 
Conrt sustains the claims of McColough and Linowitz, but 
rules that Dessauer should answer SCM’s question whether 
he ever recommended that Xerox act to prevent another 
company from becoming a competitor. 

Linowitz’s affidavit concerns conversations he had with 
Battelle executives. Linowitz Deposition, T’r. 241 (Oct. 10, 
1975). It sufficiently demonstrates the mutual interests of 
Xerox and Battelle in the topics of discussion so that the 
conversations may remain privileged as confidential com- 
munications concerning legal aspects of matters of joint 
concern in the affairs of the closely cooperating enterprises. 

McColough’s affidavit outlines the considerations per- 
taining to licensing decisions about which SCM endeavored 
to question him, McColough Deposition, Tr. 1494, 1496-97, 
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Xerox Corporatioy, 
Defendant.A ppellant, 
—against— 


SCM Corporatioy, 
Plaintif'-d ppellee. 


Xerox CorporatTioy 


—against— 


Hox. Jos O. Newsay, Judge of the United States 
District Court for the District of Connecticut, and 
SCM Corprorartoy, 
Respondents. 


Before: 
Cuark, Associate Justice.* 
Maysrretp and Metricay, Circuit Judges 
ee nennmnancpenenenrnn one 
Attempted appeal from pretrial cliscoverr orders issued 
br the United States District Court for tl i 4 


. Supreme Court of the United States, retired, sitting 
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Connecticut, Jon O. Newman, Judge, and petitio. for a 
writ of mandamus staying the operation and effect of the 
orders. 

Appeal dismissed for lack of jurisdiction. Petition for 
writ of mandamus denied. 


Staster D. Rostxsow, Esq., New York, N 
(Milton Handler, Esq., Kaye, Scholer, Fier- 
man, Hays & Handler, New York, N.Y.. 
Kenyon & Kenyon Reilly Carr & Chapin, 
New York, N.Y., Cummings & Lockwood, 
Stamford, Conn., John R. Murphy, Esq., 
Stamford, Conn., of counsel), for Defen- 
dant-d ppellant. 


Stepney Racxow Karz, Esq., New York, N.Y. 
(Ira B. Brudberzg, Esq., David L. Belt, Esq., 
W. Thomas Fagan, Esq., Richard M. Gelb, 
Esq., Proskauer Rose Goetz & Mendelsohn, 
New York, N.Y., Widett, Widett, Slater & 
Goldman, P.C., Boston, Mass., Jacobs, 
Jacobs & Grudberg, P.C., New Haven, Conn., 
of counsel), for Plaintiff. ppellee. 


Per Cras: 


In this litigation between two giants of the office copring 
industry, which was begun in 1973 when SCM Corporation 
(SCM) brougs! an action against Xerox Corporation 
(Xerox) in the District of Connecticut seeking damages 
for alleged antitrust violations, and declaratory and in- 
junctive relief with respect to certain patont and license 
agreements, Xerox seeks to appeal from two pretrial dis. 
covery orders issned by Jndge Jon O. Newman with respect 


to documents and information claimed to be protected from 
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disclosure by the attorney-client privilege. In the alterna- 
tive, Xerox petitions pursuant to 28 U.S.C. $1651 and 
Rule 21, F.R.A.P., for a writ of mandamus staying the 
operation and effect of the orders. 

In recent rears we have repeatedly sought to make cl 
that in the absence of a certification pursuant to 2$ U 
§1292(b) or of a showing of “persistent disregard of the 
Rules of Civil Procedure,” Will v. United States, 389 U.S 
90, 96 (1967), or of “a manifest abuse of discretion,” Boker 
v. United States Steel Corp., 492 F.2d 1074, 1077 (2d Cir 
1974), on the part of the district court, no jurisdictional! 
basis exists for interlocutory review of pretrial ape 
orders of the trpe here presented. See 28 U.S.C. 51291; 
International Business Machines Corp. + omer States, 
480 F.2d 293 (2d Cir. 1973) (en banc), cert. denied, 416 
U.S. 979 (1974); dimerican Express Warchousing, Ltd t. 
Transamerica Insurance Co., 380 F.2d 277 (2d Cir. 1967); 
Shattuck (IBM) +. Hoegl (Xerox), 523 F.2d 509 (2 Cir, 
1975). 

No such showing is made here and Judge Newman uncer- 
standably refused to certify his rulings for appeal pur- 
suant to 28 U.S.C. $1292(b). This case does not present 
legal questions of first impression or of “extraordinary 
significance,” 380 F.2d at 282. Furthermore, the record in- 
dicates that the district judge, far from being guiltr of 
usurpation of power, invoked and painstakinglr applied 
settled principles governing the attorney-client privilege to 
a complicated factual picture. Nerox’s attack upon the via- 
bility of Colton v. United States, 306 F.2d 633 (2d Cir. 
1962), cert. denied, 371 U.S. 951 (1963), which it bases on 
our later decision in United States v. Silverman, 450 F.2d 
106 (2d Cir. 1970), modified on rehearing, 439 F.2d 1198 
(1970), cert. denied, 402 U.S. 953 (1971), hardly warrants 
interloentory review. It is further settled that the oxeep- 


tion created be Cohen v, Beneficial Industrial Loan Co., 337 
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U.S. 541 (1949), to the Gnality requirement cannot be em- 
ployed to obtain interlocutory review of discovery orders. 
See dmerican Express Warchousing, supra. 380 F.2d at 
280; Shattuck, supra. 523 F.2d at 516. In view of the 
applicability of such well-established jurisdictional prin- 


i ciples, further explication is unnecessary. “Occidit miseros 
erambe repetitia magistros,” Juvenal, Satires. Sat. vii, 1. 


154 (Gifford, tr.). 
he attempted appeal is dismissed for lack of appellate 
jurisdiction. The petition for a writ of mandamus is denied. 
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